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THE PURCHASE DECISION STUDY 



I , Who Did The Study 

The study was done as part of the Organization Behavior Program of 
the Survey Research Center, Institute for Social Research, University of 
Michigan. Within this program, a large number of studies of various facets 
of organizational 1 1 fe--product i vl ty , morale, leadership, power and Influence, 
etc, — have been conducted over the past twenty years. The study of purchase 
deci s ion-makl ng was under the direction of Dr. Martin Potchen, 



Interviewing for the study was done by the national Opinion Research 
Center, an affiliate of the University of Chicago, under a sub-contract 
with the University of Michigan. 

The study was sponsored by Time, Inc. 



lit Purpose of Study 

While questions about how decisions are made in organizations have 
been asked In other studies of the Organizational Behavior program, the 
previous studies have nol focused on specific decisions. This study is 
the first in the program to study decision-making In depth. As such, 
it was expected that the study would prove useful in indicating some of the 
useful approaches and some of the problems in the study of specific de- 
cisions by interview methods, 

it was expected also that case histories of specific purchase de- 
cisions ytould provide insights into various aspects of decision-making in 
organizations. The ways in which influence is exerted and perceived In 
specific decisions is a subject of particular interest. 

Finally, it was anticipated that the results of the study would be 
useful to those people in business organizations and In marketing who are 
professionally concerned with the specific type of decision studied-- I ,e, , 
w |th purchasing decisions, 

III, When The Study Was Done 

Exploratory interviews and pre-tests of interview schedules in 
several companies were conducted in the fall of 1966. Most of the in- 
terviewing for the main part of the study took place in January and 
February 1967, Additional interviews were conducted during March through 
May 1967 with individuals who could not be reached earlier and with per- 
sons in several companies where the interviewing began later. 
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IV* • How The Companies Were Chosen 

Names of companies which were asked to participate in the study 
were obtained from the Fortune Plant and Product Directory of the 1,000 
Largest U«S. Industrial Corporations, 1966 . Working from the beginning 
of the alphabetical listing of companies, letters were sent by the study 
director at the Survey Research Center to the Presidents of companies 
which had company headquarters and at least one plant or division in 
the Chicago metropolitan area* These letters explained the purposes of 
the study, its sponsors, and procedures, and requested the cooperation 
of the companies in this investigation# 

Such letters, followed by telephone calls and sometimes by per- 
sonal visits from the study director, were sent to companies selected 
in alphabetical order from the Fortune Directory (approximately thirty- 
five companies were contacted) until the goal of ten cooperating companies 
had been obtained. An eleventh company was added to the study after it 
proved possible to study only one purchase decision in one of the 
original set of companies# 

Since the sample of companies ia small and is composed of com- 
panies which were willing to cooperate in the study, it is not possible 
to know the extent to which this sample is representative of all com- 
panies listed in the Fortu n e Directory . The companies included do repre- 
sent considerable diversity in type of organization and type of product 
produced. These cases permit us to realize the study's basic objective 
of understanding purchase decision-making in a variety of specific 
cases. 

V# What Companies Were Included In The Study 

Eleven large companies, with headquarters and at least one plant 
or division in the Chicago area, were included in the study# These 
companies fall in the following general categories: a) Manufacturers of 

heavy industrial equipment (e*g#, railroad cars, moving equipment, 
presses — three companies; b) Manufacturers of lighter goods, including 
consumer products (e#g,, farm implements, automotive parts)--two 
companies; c) producers of food products--two companies; d) producers 
of musical instruments, especially organs and pianos--two companies; 
e) steel producer--one company; f) publisher--one company. 

VI# How Purchase Decisions Were Chosen For Stud y 

At each company which agreed to cooperate in the study, a person 
knowledgeable about the purchasing function (almost always the head of 
the Purchasing Department) was interviewed informally by the project 
director. The project director indicated that "we'd like to focus not on 
repetitive purchases where the same product is bought over and over 
again by the company, but rather on non-repetitive purchases where a 
product was bought for the first time or had been bought only infre- 
quently before.” In clarifying the type of non-repetitive purchase 
with which the study was concerned, an Interest in purchases which 
retired deliberation about whether or not to make the purchase, and/or 
what type of product to obtain, was emphasized. 
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A preference was also expressed by the study director for cases 
of purchase decisions a) which had been made within the last year, and 
b) for which more than one supplier of the product is available. No 
minimum or maximum dollar amount for purchases was specified. 

Once the general type of purchase to be focused on had been 
clarified, the project director asked whether the company had made any 
purchase recently in each of the following product categories: a) 

office machines; b) office furniture; c) machinery or machine tools of 
any type; d) cars, trucks, or tires; e) "new materials to be used in 
your products or for packaging-- like nev chemical, plastic, or metal 
materials’," f) "plant expansion or improvement-- like air conditioning 
or heating equipment or new facilities. 1 

A systematic selection of purchase cases from company records 
was not attempted because it seemed clear that the amount of time re- 
quired, especially for the companies to select and organize such records, 
would make this procedure impractical. Instead, recent nonrepetitive 
purchase decisions within one or more of the categories j. x sted above were 
suggested from memory, or from consultation with records, by the knowl- 
edgeable person or persons a t the purchaser company. If a brief 
description of the purchase decision satisfied the study director that 
the case met the criteria for inclusion in the study, it was accepted 
and further basic data about the purchase (e.g. dates of requisition 
and purchase order, supplier's name) were obtained. In almost all 
companies, recent purchase decisions which met the criteria were few 
and there was little opportunity for selection among cases. 

It should be noted that, because of the rather informal nature 
of the purchase case selection, the cases included in the study cannot 
be said to be strictly representative of any specific universe of 
cases. However, since the cases included were, by and large, most or 
all of those which were recalled as being made by the companies within 
the selected categories during the prior year, it seems likely that 
these cases are reasonably representative of purchases in these product 
categories by the companies studied. 

VII* What Purchase Decisions Were Studied 

An average of three purchase (or lease) decisions were studied 
at each of the companies, although the number of decisions studied varies 
among the companies. The total is thirty-three purchase decisions. 

The products about which the purchase decisions were made fall in the 
following categories: a) use of new materials (metal, plastics, chemicals, 

rubber) — eleven decisions; b) office machinery--eight decisions; c) 
machinery and tools--six decisions; d) trucks--four decisions; e) office 
furniture--one decision. (A list of all purchase decisions studied is 
presented below.) 

Most of the purchase decisions had been made during the year prior 
to the interviewing, although several cases of Interest which occurred 
somewhat earlier were included. 
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\tttt. Who Was Interviewed and How Interviewing Was Done . 

At the Company . For each purchase decision to be studied, the 
project director asked his informant at the company Usually the head 
of Purchasing) for the names and titles of those people who were involved 
in the purchase. These names, along with other basic data about the 
purchase, were given to the interviewer who was assigned to that 
particular company. 

Each interviewer was toldi "You are to make appointments with all 
those to be interviewed. You should interview all those persons’ 
who had any part in the purchase. Not all of these persons 1 names will 
be given to you by project director. As you interview initial persons, 
you will learn the names of ether persons whom you will need to 
interview." 

The original intention was, thus, to follow the chain of communications 
concerning the purchase so that interviews would be conducted with every 
person who had any substantial part in the events surrounding the 
purchase. This intention was, because of practical constraints, only 
partially realized. The major constraint was that those at the 
participating companies who were kind eiough to offer their company 1 s 
cooperation in the study almost always felt it necessary to put limits 
on the amount of personnel time which could be devoted to the 
study. This meant. in some companies, that permission was obtained to 
interview the persons who had the greatest involvement in a purchase 
decision, but not those peripherally involved. In addition to this 
frequent general constraint, it was sometimes impossible to interview 
specific persons for one of a variety of other reasons - such as refusal 
by this person on the grounds of lack of time, illness, or the person 
having left the company. 

However, with the exception of a few purchase cases (which were 
dropped from the study), it proved possible to interview enough persons 
connected with eacn. purchase decision to get a good description of how 
the decision v/as made. 

A total of 180 interviews were obtained concerning the thirty-three 
cases, an average of 5.5 interviews per purchase decision. 

The great majority of interviews were conducted on the premises of 
the company concerned. A few interviews, usually with persons in 
company facilities located in other cities, were conducted by telephone. 
Interviewing sessions tooR about a half hour, on the average. 

Suppliers . For each purchase, the interviewer also attempted to 
interview briefly - this time by telephone - the person at the successful 
supplier who had greatest contact with people at the company in 
connection with the purchase. For most of the purchase cases, these 
interviews, lasting generally about ten minutes, were successfully 
concluded. 
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IX« Kinds of Information Obtained . 



At the Company . Each person interviewed at the purchaser company was 
asked about the following subjects: 

A. The Product 

What the product purchased is and what it's used for 

B. How the Need Came Up 

Who brought the need to the person's attention, and when 

C. The Decision To Get A Product In This Category 

1. The part he played in the decision that the company should get 
a product of this general type 

2. With whom he discussed the possible need for getting a product 
of this type 

3. Differences of opinion about the desireability of making the 
purchase* 

4* Reasons for the decision to get this type of product 
5, Who had most influence in this decision 
D* Sources of Informatio n 

1* His sources of information (general question) 

2. Information he obtained from people in company, from people outside 
the company, and from publications 

E. Choice of Particular Kind of Product 

1* Types of products available 

2, Part he played in choosing particular type of product or supplier 

3, Discussions ha had about choice of particular product or supplier 

4, How many suppliers were considered 

5, Any differences of opinion about particular type or supplier 

6, Why successful supplier was chosen 

7, Who had greatest influence on choice of particular product or 
supplier 

8, His contacts with successful supplier 
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F. Satisfaction wit-. the decision 

G. Respondent's duties and background information 

Successful Suppliers . The person at the supplier who was most involved in 
the purchase was asked about: 

A. His role in the sale 

B. Which persons at the company he had contact with 

C. Which parsons he thought took part in the decision to buy a 
product of this general *;ype 

D. How he thought the purchaser company knew about the supplier 
company 

E. Which parsons he thought decided to buy from this supplier 
rather than from another supplier 

F. Why, in his opinion, the purchaser company decided to buy from 
this supplier. 

X* List of Case Studies of Purchase Decisions 
A. Use of New Material s 

1. Decision to Purchase Ferromanganese for Steel Castings 

2. Decision to Purchase a Resin Binder for Steel Castings 

3. Decision to Purchase Plastic Containers for Dairy Products 

4. Decision! to Purchase New Material for Organ Keys 

5. Decision to Purchase Plastic Laminate for Furniture Manufacture 

6. Decision to Purchase Auto Part Made of Zinc Instead of Aluminum 

7. Decision to Purchase Conveyo:: Cross-Rods Made of New Type of Steel 

8. Decision to Purchase a Coolant for Cutting Tools 

9. Decision to Purchase a Rubber Component for Machine Produced 

10. Decision to Purchase Hydrochloric Acid for Steel Production 

11. Decision to Purchase Vanadium for Steel Production 
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B. Business Machines 

12. Decision to Purchase a Copying Machine 

13. Decision to Lease a Copying Machixv 

14. Decision to Purchase a Printing Calculator 

15. Decision to Purchase a Printing Calculator 

16. Decision to Purchase an Electric Typewriter 

17. Decision to Purchase an Accounting Machine 

18. Decision to Lease a Computer 

19. Decision to Purchase a Data Recording and Communications System 

C. Machinery and Tools 

20. Decision to Purchase Printing Presses 

21. Decision to Purchase System for Cleaning Milk Processing Equipment 

22. Decision to Purchase Mold fpr Plastic Organ Parts 

23. Decision to Purchase Piercing Press 

24. Decision to Purchase Body-Maker for Can Manufacture 

25. Decision to Purchase a Coal-Crusher 

D. Trucks 

26. Decision to Purchase a Tractor Truck 

27. Decision to Purchase a Pick-Up Truck with Snow Plowing Blade 

28. Decision to Lease Fleet of Over-the-Road Trucks and Trailer Trucks 

29. Decision to Purchase a Pick-up Truck 

30. Decision to Purchase a Fork-Lift Truck 

E. Plant Expansion and Maintenance 

31. Decision to Have Plant Roof Repaired 

32. Decision to Purchase Heating Equipment for Plant Expansion 

F. Office Furniture 

33. Decision to Purchase Furniture for an Individual's office 
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Fuchase Decision Study 
Survey Research Center* 
University of Michigan 

1. CASE STUDY; DECISION TO PURCHASE FERROMANGANESE 
I* Purchaser 

The purchaser is a subsidiary of a large international corporation 
which has several subsidiary divisions with plants in both the U.S. and 
Canada* This particular subsidiary division manufactures steel castings 
and forgings in four plants to meet railroad and industrial needs, 

The purchaser has a semi-decentralized purchasing policy. The Pur- 
chasing Department at the corporate level employs thirteer. rersons alto- 
gether. All capital expenditures must be cleared through the main pur- 
chasing office. Also, all scrap material for remelting, all pig iron, all 
alloys and furnace materials (e.g. iron ore, lime) must be purchased at 
the corporate level. The plants are given a manual, put out at the cor- 
porate level, giving them direction on purchasing policy and indicating 
which items they are delegated to purchase. On the plant level, the Works 
Manager has control over purchasing and deals with persons at the corpor- 
ate level concerning purchasing matters. 



II, The Product Obtained 

The product obtained was the metal alloy ferromanganese, which was 
purchased for two of the company r 8 plants. Ferromanganese is composed of 
approximately 807. manganese and 20% iron, and is used as an alloying agent 
in the manufacture of carbon steel. The manganese acts as a deoxidizer, 
imparting both tensile and yield strenth to the steel. 

Prior to the purchase of the ferromanganese, the plants were using 
silicomanganese, which averages approximately 68% manganese and about 157. 
silicone. 



III. How Need For Getting Product Came Up 

Because strikes had hit four plants of one of the major suppliers of 
silicomanganese, the corporate Director of Purchasing anticipated a ser- 
ious shortage of this alloy. He heard about the stride through one of 
the supplier's representatives and he also read about it in various trade 
Journals. This occurred in September of 1966. 



^Interviewing for this study was conducted by the National Opinion Re- 
search Center, University of Chicago, Interviews were conducted in March 
and April 1967, with company persons shown in the diagram below as well as 
with the supplier salesman, 1 
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IV# Deciding To Purchase Substitute Alloy 

Shortly after hearing about the strike at the supplier company, 
the Director of Purchasing discussed the problem with the Assistant Dir- 
ector of Purchasing (corporate), who is the direct buyer of alloys. 

Having made a tentative decision to purchase the substitute alloy, the 
Director of Purchasing wrote to the Chief Metallurgist and to the Open 
Hearth Superintendent of Plant A, describing the situation, and asking if 
this alloy would be suitable. On receiving the letter from the Director 
of Purchasing (which gave the source being considered, the price, the 
sizing, and the approximate analysis), the Open Hearth Superintendent dis- 
cussed the matter with the Assistant Works Manager of his plant. Then the 
Chief Metallurgist and the Open Hearth Superintendent jointly wrote to 
the Director of Purchasing Giving their assessment of the situation. 

The Director of Purchasing also made contact with the Assistant Works 
Manager of Plant B, explaining the situation and discussing with him the 
possibility of purchasing a substitute alloy. The Assistant Works Manager, 
Plant B, then spoke with the Works Manager, Plant B, about the need for 
the purchase, and both further consulted the Open Hearth Superintendent at 
their plant. 

The Director of Purchasing also went to Plant B to gather more infor- 
mation about the suitability of ferromanganese as a substitute alloy. He 
called together a small meeting of the Open Hearth Superintendent , the 
Chief Chemist and the Assistant Works Manager (who acts as metallurgist) 
to dis cuss the new material. The Purchasing Director presented information 
on a regular purchase order form which stated the test analysis, routing, 
the weights, and the shipper. The outcome of the meeting was favorable to 
ferromanganese as a substitute alloy. As the Chief Chemist explained, "We 
had used.. . [fer romangaaese ..before and we anticipated no difficulty in 
using the material." 

The Assistant Works Manager, who worked on the chemical analysis, 
explained his role more specifically when he said, "I was perhaps help- 
ful in selecting the type we were going to use. I pointed out sizes of 
the product. We want a specific size range. Our influence here was rather 
limited* We wanted it in palletized boxes for fork truck handling." The 
Assistant Works Manager, though he was not enthusiastic about the prospect 
of having to use fer rocianganese cert lfled in an official statement, which 
was cleared through the Works Manager (Plant B), that ferromanganese could 
be used, despite its disadvantages as compared to slllcomanganese. (The 
Purchasing Agent, Plant B, was also aware of the problem and, though he was 
not consulted about either the decision to make the purchase or the sup- 
plier, did discuss the matter with tho Open Hearth Superintendent and with 
the Chief Chemist of Plant B.) 
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There were some differences of opinion among the operating personnel 
as to whether ferromanganese should be purchased at that time. Several 
plant personnel said that they would prefer not to purchase ferronanganese 
until such time as silicomanganese would no longer be available. These 
persons were not anxious to purchase ferromanganese because as one said, 
"•••It takes more of It, more weight going in, you have to put In another 
alloy, 50% ferro-silicone. The two combined are more expensive than the 
one silicomanganese.” A second reason was "the possibility of someone 
getting the wrong material into a specific heat— a mix up of the two dif- 
ferent materials. 11 In addition, some plant people were not sure that, with 
the amount of silicomanganese on han4 it was necessary to purchase ferro- 
manganese at that time. 

However, after weighing tho pros and cons, the corporate Director of 
Purchasing decided that this purchase should be made. As he explained his 
intentions, the "807. ferromanganese, which could be purchased from a non- 
ferro alloy Industry, should be tested as a substitute for silicomanganese 
in Grade B Heats# This would stretch out our limited supply of silico- 
manganese which must be used for Grade C Heats." The Purchasing Director 
went on to explain, "It 1 8 my responsibility to keep the plants supplied 
with the materials they need* I felt there might be a shortage of this 
particular material and I felt that we should have this protection* 11 One 
plant official commented that "Normally (the corporate he ad- quarters) pur- 
chases what we recommend, but not in this case." 

The Director of Purchasing consulted with the Vice-President for Man- 
ufacturing before taking any final steps. The Vice-President of Manufac- 
turing described his reaction In saying, "We agreed we should take this 
protective action to Insure supply of the materials# He (l.e. Purchasing 
Director) called«**to my attention that this alternate material was avail- 
able and 1 told him to go ahead*" 

The Purchasing Director then asked that the Open Hearth Superinten- 
dent from each plant make up a requisition for the purchase of ferromangan- 
ese. The requisition, prepared In November* 1966 and approved by the Works 
Manager of each plant was then formally approved by the Director of Pur- 
chasing and by the Vice-President of Manufacturing. 



V. Selection Of Supplier 

The next step was the selection of a supplier. There was little dis- 
cussion on the choice of the supplier as that was left to Purchasing. The 
decision was made by the Director of Purchasing with the support of the 
Assistant Director of Purchasing. 

The Purchasing Director explained* "We only made one contact for this 
material. [The supplier] was the principal supplier of this product when 
we used It years ago." When asked why this supplier was chosen over others, 
he added, "...they are also a supplier of other products for this company 
and they are one of our better customers." The Assistant Director of Pur- 
chasing said that the facts that "...they wereout of the normal ferro-alloy 
^“Tket and had supplies available," and that their "price was competitive" 

30 served as factors In this supplier's favor. 
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Having made the decision on the supplie r the selection of the partic- 
ular grade of ferromanganese had only to be determined. After meeting with 
the supplier salesman to determine the sizes and grades available, the As- 
sitant Director of Purchasing transmitted information about the variety of 
grades to the Works Manager of Plant A for decision. As the Purchasing 
Director explained, "...the Open Hearth Superintendent of each plant had 
the decision on the type of product." The Purchasing Director spoke with 
both of the Open Hearth Superintendents and found that "they both came up 
with the choice of the same grade." Uelying on their judgments, as he felt 
they "had actual experience in this melting process," the Director of Pur- 
chasing asked that the purchase order be signed. On December 2 , 1966, the 
Assistant Director of Purchasing signed the purchase order and the ferro- 
manganese was delivered later that month. Tests of the use of the nev; 
alloy were then made at both plants. 

VI, Sources of Information 

The. Director £f Purchasing (corporate level) was informed both about 
the product and about the supplier from past experience. As he explained, 
,r We, many years ago, used this same material. We got up to date specifi- 
cations from one of the suppliers of this alloy." He further explained 
that the supplier he selected". . .was the principal supplier of this product 
when we used it years ago," 

The A ssistant Director of Purchasing (corporate level) felt that his 
most valuable source of information came from the supplier. From their 
salesman he gathered information as to the details of the sizes he could 
furnish. All other details, he said, were "...within the information of 
the Purchasing Department," 

The P urchasing Agent at the plant vjhose job is to interview salesmen, 
(but vjho took no direct role in this purchase), said that the salesmen were 
his primary and most valuable source of information, because "...they have 
a vast knowledge of all the items." 

The V ice-President of Manufacturin g (corporate level) explained that 
his knowledge of the product and supplier "...was the result of our long 
experience in this field. I started out as plant metallurgist." He men- 
tioned also as sources of information "contact with salesmen in the tre/e, 
and technical literature." He said he saw relevant material in Iron Age 
but couldn't recall anything in particular in that publication. "This is 
an accumulation of information over 30 years," he said. 

The A ssistant to the Works Manager . Plant g, said that the people at 
his plant received information on the product from "data shectL which give 
you the chemistry" sent from the corporate Purchasing Director. He also 
saw relevant material in Iron Age and Stee l, explaining, "I always go 
through price quotations near the end of on issue, (and) any other feature 
ar ticles--productLon, availability is a buoys of interest to me." He said 
that his most valuable source of information came from the salesman, from 
the successful supplier who "stopped by" and from past experience with this 
chemical alloy. 



The Open Hearth Superintendent , Plant A said that 11 (The Purchasing 
Director] got all the information— we didn't get any here/' He received 
information on the product through a letter sent by Purchasing Director. 

The Open Hearth Superintendent Plant B exp lained, "We had used it 
before years ago, and I knew all the people who make this type of material 
in different grades/ 1 Information of prices and suppliers, he said, came 
from the corporate office, (i.e., from the Director of Purchasing). 

The Chief Chemist a Pfent B said, "We have literature in our files. 

(The Purchasing Director) \ ave information on the product--a regular pur- 
chase order form [giving] the analysis, routing, the weights, car number, 
and the shipper •" Aalced what sources of information about the product were 
most valuable to him, the Chief Chemist replied. "(The Purchasing Director) 
shopped around for these things. We take his word that what he buys will 
be acceptable--that is, within specification." 

The Chief Metallurgist , P lant A, received information through the Pur- 
chasing Director, who he explained, "sent us a letter giving us the source 
he was considering, the price, the sizing and the approximate analysis." 

Of his various sources of information, the Chief Metallurgist found the 
Purchasing Director's material to be most valuable because it contained the 
information noted above. 

The Wo ik Managers of the two plants as well as the Assistant Works Man- 
ager , Plant A, obtained little information relevant to this purchase. The 
Works Manager, Plant A, said he "did not get any information" about this 
purchase and said "no" to probes about possible information from people 
Inside this company, from people outside the company, or from publications. 
He mentioned here only the Open Hearth Superintendent , whose requisition he 
signed. His Assistant Works Manager gave similar answers about sources of 
information. The Works Manager of Plant B likewise said that he got no 
Information about ferromanganese or about supplier of ferroman&^nese. 'This 
comes to me as a purchase item for approval," he said. 



Summary: Number Of Persons (Of 12 Interviewed) Who Mentioned Following 



Sources : 

Past Experience with product 4 
Suppliers 6 
Person in Company: Director of Purchasing 5 
Other person in company* 1 
Other: literature in files 1 



O 



^Though only six respondents mentioned others in company as a source of 
Information, every respondent had talked about this purchase with someone 
In the company. 
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VIi; Satis faction 

Asked whether they felt "completely satisfied", "fairly satisfied," 
or "not too satisfied" with the decision at the time it was made, eight of 
the twelve respondents replied that they were completely satisfied. Those 
who said they were satisfied included all three persons at the corporate 
level, as well as five persons at the plant level# Tie Vice-President of 
Manufacturing expressed the feeling of this group when he said, "It gives 
us a little bit of assurance of continuity of operations. I might say that 
previous knowledge of the use of ferromanganese assured me there would be no 
technical ptobl.es involved in its use." 

Four respondents said they had been "not too satisfied" with the de- 
cision at the time it was made. One respondent explained, <f This stuff 
[i*e. ferromanganese] is more expensive. We were leery that it could get 
mixed up on the Open Hearth platform. Then we would have an off-analysis 
heat if they used one instead of the other." Another man said he had not 
been too satisfied "because of the amount of silicomanganese [the plant] 
had on hand." Two other men were not sure that the purchase had really been 
necessary# One said,". . .there was ne need for it... Our supplier of regular 
material assured us they would keep us supplied even though they were on 
strike." 

Asked whether they would be in favor of making the same purchase if the 
decision could be made over again, the same eight respondents who said they 
were "completely satisfied" with the decision at the time it was made, re- 
plied that they would be willing to make the same purchase over again. 
Generally, thesepeople felt that, in the li^t of the supply problem that 
apparently existed, the material was satisfactory and completely adaptable 
to their uses. 

Those respondents who were "not too satisfied" with the decision all 
said they would not be in favor of making the same purchase over again. The 
general sentiment in this grour was that the purchase of ferromanganese 
was not necessary and that it was not nearly as satisfactory a material as 
the slllcomanganese. 



VIII. Summary Of Persons Involved In Purchase 

Top Management ! Vice-President, Manufacturing (corporate) 1 

Production : Works Manager, Plant A; Works Manager, Plant B; 

Assistant Plant Manager, Plant A; Assistant Plant Man- 
ager, Plant B; Open Hearth Superintendent, Plant A; 

Open Hearth Superintendent, Plant B 6 

Technical Specialists ; Chief Metallurgist , Plant A; Chief 

Chemist, Plant B 2 




Purchasing : Director of Purchasing (corporate); Assistant 

Director of Purchasing, (corporate); Purchasing Agent, 

Plant B A 

Total 12 



37 
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IX* Pattern Of Cogisunicat ion Concerning Purchase 



s> 




o 

ERIC 
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X, Supplier* s Perception Of Purchase Decision 

The supplier salesman had most contact with the Director of Pur- 
chasing and with the Assistant Purchasing Director, in the corporate of- 
fice. Asked who he thought took part in the decision to buy ferromanganese 
at that time, he named the Open Hearth Superintendents at Plants A and B. 
(From the information gathered from these two respondents along with others 
from the purchaser company, this does not appear to be to have been the 
case* Both men did advise the Director of Purchasing that ferromanganese 
could be used as a subsitute alloy* However, the decision was made by the 
Director of Purchasing with the support of the Vice-President of Manufactur- 
ing on whether or not to purchase a substitute alloy at that time.) 

When asked how he thought people at the purchaser comp3 ny knew about 
his own company and its products, the supplier representative replied. 

"Well, they have been a customer of ours for a long time. We sold them 
this product years ago. 11 When asked who it was that decided to buy the 
product from his company rather than from another, he named the Director 
of Purchasing (which agrees with information abtained at the company). 

He commented, "One of the reasons is that their other supplier was on 
strike* We called on them at just the tight time--vhen they were consid- 
ering having to get some other material*" He added "I wish you could get 
me another order from them*" 



O 

ERIC 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



2* CASE STUDY: DECISION TO PURCHASE A RESIN BINDER 



I* Purchaser 

The purchaser is a subsidiary of a large international corporation 
which has several subsidiary divisions with plants in both the U.S. and 
Canada# This particular subsidiary division manufactures steel castings 
and forgings in four plants to meet railroad and industrial needs. 

The purchaser has a semi- decentralized purchasing policy. The 
Purchasing Department at the corporate level employs thirteen persons 
altogether. All capital expenditures must be cleared through the main 
purchasing office. Also, all scrap material for remelting, all pig 
iron, all alloys and furnace materials (e.g. iron ore, lime) must be 
purchased at the corporate level. The plants are given a manual, put 
out at the corporate level, giving them direction on purchasing policy 
and indicating which items they are delegated to purchase. On the 
plant level, the Works Manager has control over purchasing and deals 
with persons at the corporate level concerning purchasing matters. 

II. The Product Obtained 

The product obtained is a liquid resin used to coat and bond sand 
which is used in making shell molds and cores, in the production of 
steel castings. The resin was bought for a particular plant or Works, 
located near the corporate office. 

III. How Need Came Up 

In the ten years since this works had converted to the shell molding 
process (from another molding method) many resin binders had been tested. 
Of those tested, only the resin produced by Supplier A was approved and 
used for production. 

In tho Spring of 1965, the sales representative of the company's 
sole supplier of resin (supplier A) notified the Director of Purchasing 
(corporate level) that this supplier company was threatened by a labor 
strike which could result in a drastic reduction In the supply of resin 
binder. The Director of Purchasing, realizing that "without resin we 
are not going to operate," brought the problem to the attention of the 
Wbrks Manager, The Assistant Director of Pqrchasing, and the Assistant 
Works Manager. It was, moreover, company policy, emphasized by the 
Director of Purchasing, to try to have two sources of supply for im- 
portant raw materials wherever possible. The Assistant Director of 



^Interviewing for this study was conducted by the National Opinion Re- 
search Center, University of Chicago. Persons who aro starred in the 
communications diagram, below, as well as a supplier representative 
were interviewed during March and April, 1967. 
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Purchasing commented in the regard, "This is a type of product which, 
at the using manufacturers facility, it is often more convenient to 
operate with one product* [However], the economics of being tied to 
one product cannot be accepted because of the risks of shortage due to 
strikes, disasters or other causes/' 

The Purchasing Director said, emphasiaing his concern with this 
problem, ,f It was ny insistance that this be done*. • I had to push to get 
this thing moving/ 1 He said he discussed the problem with the Assistant 
Purchasing Agent, with the Works Manager, with the Supply Agent for 
Materials and Supplies, Purchasing, at the plant, and with the Manager 
of the Manufacturing Research Laboratory at the plant. As a result of 
these conversations, it was decided that a second supplier would be 
contracted, if one could be found to fulfill the technical requirements. 

The Supply Agent at the plant submitted a formal requisition that a 
second source be considered, which was approved by the Works Manager. 

IV* Selecting A Specific Product And Supplier 

The Works Manager met with the Manager of the Manufacturing Re- 
search Laboratory and with the Senior Metallurgist and informed them 
that the decision had been made to find a second supplier of a resin 
binder* He also informed the General Foreman and Sand Control Foreman, 
Production Department, of the decision. These two foremen were to help 
evaluate new resins used in test runs in production. 

The Research Lab Manager and the Senior Metallurgist began immediately 
to search for a resin that would meet the retirements of the company. 

The Research Lab Manager said he "knew what the material had to do 
and conveyed that information" to the Senior Metallurgist along with his 
"knowledge of potential available suppliers/ 1 It was the Senior Metal- 
lurgist's responsibility he said, "to run the tests that determined which 
of the available materials would meet our specifications* Based on our 
test results, we recommended a supplier which most nearly meets our 
requirements." 

The Manager of Manufacturing Research Laboratory said that he was 
in "continuous consultation about the progress made in the development 
of the product with the chemists (from supplier company) in control of 
the process," during the time of the testing* 

At least seven suppliers were considered but there was only one 
whose product could meet the specifications set by the company* The 
Manager of the Manufacturing Research Lab commented that "we worked 
with (successful supplier) for a leng time, told them what our require- 
ments were* In effect, such a material did not exist. They created 
it for us/ 1 

After a suitable product had been found, the Manager of the 
Manufacturing Research Laboiatory sent the compiled data and his recom- 
mendation to the Assistant Works Manager for approval* The Assistant 




n 
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Works Manager sail it was his responsibility to determine "whether . the 
results obtained In the research lab justified the production run • " 

He discussed the matter with the Works Manager, whose further approval 
was needed. The Assistant Works Manager noted "This is a major raw 
material. It could affect the entire operation. If the quality was 
poor, it could have rather drastic results." 

Since there was only one supplier who could meet the specifications 
of the company th?ra was very little discussion as to the specific sup- 
plier to be chosen. A rales representative of the supplier company was 
notified that their product had tested out satisfactorily. He then met 
with the Assistant Works Manager, the Director of Purchasing, and the 
Assistant Director of Purchasing f;o discuss the price of the resin, which 
was to be delivered in tank truckloads of 36,000 lbs. each. 

In May, 196.5, the Supply Agent at the plant with the approval of 
tie Works Manager and the Manager of the Manufacturing Research Labora- 
tory, formally requested that Supplier B be allowed to furnish a share 
of the company's future requirements for use in binder. In July, 1965, 
the Assistant Director of Purchasing submitted the purchase order, which 
was approved by the Director of Pirchasing# 

V . Sources of Information about Product and Supp l iers 

Asked about the ways in which they got information about the product 
or about suppliers of the product, people afc the company gave the fol- 
lowing information: 

1. The Su pply Agent. Materials and Supplies, Purchasin g said he 
got general infoimation about the shell molding process from Foundry 
Magazine and froth Purchasing . He also was informed by the Manager of 
Manufacturing Reiearch Laboratory about the qualities of the new source 

of resin and by the Works .Manager. He felt that his most valuable sources 
of information were the "research laboratory reports" because "they were 
specific, taking in the general needs of our company, (and) our research 
department has become expert in this field." 

2. The S enior Metallurgis t. Manufacturing Research Laborator y, 
cited several sources for his information, He saw advertisements and 
read occasional articles written by representatives of supplier companies 
in the Foundr y and Metal Progress . He also utilized information obtained 
at technical society meetings, which frequently discussed the properties 
and availability of various products. Another useful source of data 

he said, was his direct contact with the sales representatives of com- 
panies which were: considered prim* producers of the raw material used 
in production of the resin, i.e# of phenol and formaldehyde. However, 
he felt his most valuable source of information was "what we found out 
in our own laboratory as a result of a large number of tests which 
were made on thin and similar pro«h)cts." 
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3. The sources of information for the Manager of the Manufacturing 
Research Laboratory , he said, were the results of the tests made under 
his supervision and his personal contact with sales and technical repre- 
sentatives of the various potential suppliers. 

4. The Works Manager said he got all of his information from the 
Manager of the Manufacturing Research Laboratory and from the reports 
from that department and from the Birector of Purchasing. 

5* Two sources of information were cited by the Assistant Works 
Manager. He saw eome"general advertisements about resin' 1 in Foundry 
Magazine and Modem Castings . However, of his data came from the 

research reports, which he felt were most valuable because they were 
the "only source of actual test data." 

6. The Director of Purchasing (corporate level) said he "obtained 
supplier's names who might be a logical second source for this product” 
from the Manager of the Manufacturing Research Laboratory. He had also 
had past experiences in procuring this type of material for another 
plant. However, he felt his most valuable sources were the "test reports 
obtained from our Manufacturing Research Lab {because} we had to obtain 

a resin that would produce the same results as the resin from our exist- 
ing source.” 

7. The Assistant Director of Purchasing (corporate level) said he 
got information from "the sample tests that we made in our laboratory. 
Without test acceptance, the product would be useless.” he said. 

Summary: Number of Persons who got Information from Following Sources; 

Seven inf ervlewea; 



Others in company 7 
Supplier salesman 2 
Previous Experience 1 
Article or ad in magazine 3 
Other; Technical Society meetings 1 



V. Satisfaction with Purchase Decision 

Five of the seven persons interviewed said they were "completely 
satisfied" with the decision at the time it was made. They all gave 
similar reasons. As the Assistant Director of Purchasing put it, "We 
were getting a second source of what we felt would be an acceptable pro- 
duct at a competitive price.” 

The Works Manager said he had been ”not too satisfied" because 
"we had some difficulties in the use of production in our shop. (It] 
didn't live up to expectations. C It I did not have the strength com- 
parable to the resins we were then using." The Director of Purchasing 
said that "at the time of the purchase I couldn't feel satisfied until 
the material was used and the results obtained.” 



23 
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However, all of those interviewed indicated that they would be in 
favor of making the same decision again, If the decision could be made 
over* The Onager, Manufacturing Research Laboratory, stated that, 
"Fundamentally, laboratory evaluation of the material pointed out the 
desirability of production trial." The Supply Agent felt that "no 
other sources are able to give us the grade of resin we need*" Simi- 
larly, the Senior Metallurgist, Manufacturing Research Laboratory, 
said he would make the same decision again because "we haven't found a 
better source of material*" The Assistant Works Manager expressed 
the feeling that "it has worked out satisfactorily." The Director 
of Purchasing, who had withheld his judgment at the time the decision 
was made, indicated his willingness to make the same purchase again 
because "It's my policy on a material such as this that we always 
have more than one source of supply*" The Works Manager, who had had 
some doubts about the new resin, also said that he would make the same 
decision again now because he felt that "In subsequent production, lots 
of resin did meet the strength requirements*" 

VI* Summary of Persons Mentioned as Involved in Purchase Decision* 

Purchasing : Director of Purchasing (corporate level); 

Assistant Director of Purchasing ( cor- 
porate level); Supply Agent, Materials 



and Supplies 3 

Administrative ; Works Manager 1 

Production : Assistant Works Manager; General Fore- 
man, Shell; Sand Control Foreman 3 

Technical ; Manager, Manufacturing Research Labora- 
tory; Senior Metallurgist J2 

Total 9 



*Also, persons at technical society meetings discussed this type of 
product with the Senior Metallurgist. 
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VII# Pattern of Comrajnications Concerning Purchase 
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X, Supplier ' s Perception of Purchase Decislo . n 

The District Manager of the supplier, who said the whole sale had 
been handled through him, said that he had most contact with the Supply 
Agent from the plant and that he also had contact with the corpaate 
Director of Purchasing and with the Sand Control Foreman, Shell Opera- 
tions at the plant. (Informants at the company indicated that the latter 
contact took place after the purchase decision had been made.) 

Asked who he thought took part in the decision to buy a resin at 
that time, the supplier representative named the Supply Agent, the 
Sand Control Foreman, the Assistant Plant Manager, the Senior Metal- 
lurgist, and the Director of Purchasing. He named the same people as 
deciding to buy the product from his company rather than from another 
supplier, "It was an agreement between all of them," he said. (The 
persons named were, in fact, involved in the purchase decision, along 
with the Manager of the Manufacturing Research Laboratory and the Works 
Manager.) 

When questioned about ways in which the purchaser company knew 
about his company and its products, the supplier representative replied, 
■'We've been calling on them for eleven years. It was Just recently 
(within the last two years or so) that we were able to get in by having 
a product which met their specifications." 

The supplier representative thought that the purchaser company 
decided to buy resin binder from his company rather than from some 
other supplier because, "we had a material that was very close to what 
they were using. ..I don't believe there is another material comparable 
available right now." These reasons coincided with those given by people 
at the purchaser company. 



Purchase Decision Study 
Survey Research Center* 
University of Michigan 



3, CASE STUDY: DECISION TO USE PLASTIC CONTAINERS FOR DAIRY PRODUCTS 

I, Purchase r 

The purchaser is a mid-western based corporation with several divi- 
sions, most of them in the middle west. It prepares and packages foods. 
The bulk of its sales sre in dairy products, both fluid and non-fluid. 
Purchasing is done both at a corpoarate and divisional level. Some divi- 
sions of the corporation have no separate office for purchasing and in 
such cases the Divisional Managers are responsible for purchasing. Cen- 
tralized purchasing is done for services; for durable goods such as vehi- 
cles; for packaging materials common to all divisions; and for durable 
goods which, though not common for all divisions, are expensive. Where 
packaging items are concerned, the corporate office has guidlines for 
materials and suppliers, and the divisions usually are given their choice 
among several suppliers. The corporation purchasing function is handled 
by one man, the Director of Purchasing, but persons employed in other ca- 
pacities assist him for particular purchases about which they are knowled- 
geable. 



II* The Product Obtained 

The product obtained Is a plastic container for cottage cheese, 
sour cream, sour "half-and-half , ir and yogurt* Of contemporary design, 
it is the package in which the consumer buys the product, and replaces a 
previously-used container of waxed paper sidewall lidded with paper, me- 
tal of plastic cover. 



III. How The Need For Getting The Product Came Up 

The company President said that about three years ago (1964) there 
was a"continual presentation to persuade us to change the cottage cheese 
container, made Jointly by the Marketing Manager and the Director of Pur- 
chasing to the Operating Committee Manager meeting." (Initially it was re- 
fused by this committee, consisting of five** Divisional Managers, but 
was later accepted.) 



^Interviewing for this study was conducted Ly the National Opinion Re- 
search Center, University of Chicago. Interviews were conducted with the 
Directoi of Purchasing in January, 1967, with the Presidentand the Division 
General Manager in March, 1967 and with tte Marketing Manager and with a 
supplier representative in April, 1967. 

**Number of divisions is based on Fortune Plan t and Product Directory oJE 
the 1000 largest U.S. Industrial Corporations , 1966, 
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After discussions about the cottage cheese container had resulted 
in a switch to plastic containers for this product, a need foi. switching 
other product containers as well was perceived by the General Manager of 
Division A, This man, who came to the company after the cottage cheese 
container had been changed, said that among the first things he noticed 
were "several outmoded packages being used by the company for other 
dairy products/' He brought up the subject with various persons in the 
company, the first being the Director of Purchasing, whose support he 
received# He appears to have catalyzed wider discussion at Operating 
Committee meetings about the need for updated containers for the other 
milk products. 



IV# Deciding To Get The New Containers 

Stage 1: The Cottage Cheese Container . The first decision to buy a 
new cottage cheese container was primarily in the hands of the Director 
of Purchasing* He, along with the Marketing Manager and the President of 
the company, attended an Operating Committee meeting at which the idea of 
switching the material of the container was presented. 

During the course of study of the possible conversion from paper to 
plastic, the President was kept informed by the Director of Purchasing and 
by the Marketing Manager, "They would keep me advised as to the progress 
they were making, with supplier etc,, just generally," he said# The Pres- 
ident commented further, "Since we were attempting to purchase this 
package for multi-plant operation, it was necessary to look at it from 
more than a local point of view, which complicated the purchase somewhat, •» 
Prior to adoption of this package we had a miscellany of packages through- 
out our many divisions. We were attempting to find not only a better and 
economical package but also to find a uniform package for all divisions," 

"In order to ascertain what such a change would involve in every 
respect," the Purchasing Director talked with the Marketing Manager, with 
a representative of the company's advertising agency, with five other 
sales people (three division sales managers, the General Sales Manager 
and the Supermarket Sales Manager) and to four production people (three 
production managers and one production person who "had no title at all,") 
The Director of Purchasing also talked about the matter with the Exec- 
utive Vice-President and with the President, The Marketing Manager, who 
was interested in the product from the standpoint of its potential to in- 
crease sales, spoke to persons from "various divisions", especially to the 
Vice-President of the Chicago Division, He was also consulted by the Pur- 
chajing Director about "marketing information--how the container (would 
be] accepted in the market place, its virtues, and my opinion as to whether 
it was suitable." 
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Initially, one respondent said, the changeover to the plastic cot- 
tage cheese container was opposed by the people In the company that "were 
accustomed to the other package and were satisfied. [They] didA't think 
the change was important The train Issues of discussion, according to 
the President, were cost, inadequate color reproduction on the plastic, 
whether the package would be durable under extreme cold temperatures, and 
whether the filling equipment already in use could be adapted from paper 
to plastic* “Until these four problems were resolved,” remarked the Pres- 
ident, “our people could not present this as a potentially acceptable 
item." These problems were finally resolved by what the Marketing Manager 
describes as “a long slow process," involving close cooperation between 
suppliers and the purchaser. 

The color problem was solved by working with three suppliers to get 
the printing right, and was approved by the Quality Control Manager, Div- 
ision A. The Engineering Department in Division B conducted experiments 
on the plastic under the aupisces of the Division Manager of Division B 
and of the Plant Manager, DivisionA. These experiments were intended to 
assess the durability of the material under cold temperatures and, ac- 
cording to the President, the recommendations of the Engineering Depart- 
ment resulted in new "technological developments on the part of the 
packaging companies." 

The Executive Vice-President investigated the product from "an op- 
eration standpoint." Before approving it, he wanted to know, he said, if 
“the package would hold up, would it work on the machines?" The packaging 
companies also “participated with us,“ reports the President, “to make 
sure that it [the plastic container) would fill properly with our present 
equipment." The General Manager of Division A mentioned in this connection 
that the Plant Manager, was consulted by the Director of Purchasing to 
find out "if a certain type of container would go through his filler ma- 
chine," Once these Issues were satisfactorily worked out, the divisions 
heads were finally convinced* 

The cottage cheese container was purchased basically because it 
would help improve sales. The Marketing Manager who looked into "what 
competitors were doing in various markets, what kind of designs were pos- 
sible," was mainly interested in finding an attractive design for the 
package, and in establishing a uniform package for all divisions, so 
that the container would serve as an advertisement in Itself. 

Stage 2: Containers For Other Products . As noted above, after the 
changeover was made for the cottage cheese container, the General Manager 
of Division A suggested changing the containers of the company's other milk 
products, specifically yogurt, sour cream, and sour half-and-half. Having 
received the support of the Purchasing Director, he then, he said "ap- 
proached only those who might be sympathet ic-»the younger men in particular." 
These persons included the Branch Manager of Division A, the Sales Manager, 
and the Vice-President of the corporation's advertising agency who is, the 
General Manager said, a “real bug on updating our product." He spoke also 
to the Marketing Manager and to the Vice-President of Division A. 
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Even though one package switch had already been accomplished, the idea 
of extending the change to other products met with resistance, particularly 
by a high official of one division. Moreover, one respondent said, some 
of the people in that division were "emotionally attached to the old style 
of packaging." Their reasoning, he said, was; "The product is responding 
well; the consumer is buying it; let's leave things as they are." 

However, the General Manager of Division A proceeded to get a design 
for a new container to show what it would look like. Since, as with the 
cottage cheese container, the main reason for the changeover was to in* 
crease the product’s marketability, the package design, was of primary ira- 
portantce in deciding whether to adopt a new container--in a way more im- 
portant than the new material involved. The General Manager of Division 
A said, "The decision to change didn't come from production or accounting; 
it was a marketing decision. . .the package change would create a more mer- 
chandisable product on the grocery shelf, [onejmore attractive to the con- 
sumer. It would create in the consumer a desire to buy. It also brought 
coloring and life to the package." His strongest support, the General Man- 
ager said, came from the Vice-President of the (advertising) agency whom 
he said, "offered me strongest support, spurred me on." Also influential 
in the decision he said was the Director of Purchasing who, he mentioned 
"had the art department come up with design concepts." 

The sour-cream, half-and-half, and yogurt containers were ordered 
almost a year after the cottage cheese containers, in November 1966. 



V. Selecting A Specific Type Of Product And A Supplier 

Stage 1; Cottage Cheese Container . With regard to the cottage cheese 
container, the Director of Purchasing had considerable responsibility for 
choosing the supplier. "I made the choice," he said, "with assitance 
from sales and marketing people." These, especially the Marketing Man- 
ager, gave him information on "specifics, details like size and design." 

He considered "all suppliers who were capable. (They] were given 
an equal opportunity." The successful supplier, which was the same com- 
pany that had been supplying paper cottage cheese containers, to the 
comapny, was chosen from among eight potential suppliers. The Purchasing 
Director had contact with the supplier's representative* -"because they 
could give me a much broader and current picture, not only of ther own 
product, but of the industry as a whole." 

While "quality, service, and price" were Important factors in the se- 
lection of a supplier, the supplier's "image in the market place" and 
the purchaser's "past experience with specific companies" was most sig- 
nificant, the Director of Purchasing said. The President, who was kept 
informed by the Marketing Manager and the Purchasing Director, said that 
"the supplier's aval liability to deliver to our many production plants" 
was also an important factor in making the choice (the new package was to 
be used uniformly in all divisions, not just for Division A, where the de- 
cision to make the changeover originated.) 
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Stage 2: Containers For Othor Products . When it came to selecting 
a supplier for the container of the company* s other milk-products, a 
likely contender was the company already chosen for the cottage cheese 
containers* The General Manager of Division A said that he "virtually had 
the complete decision as to which supplier would be used" for these con- 
tainers and his concern with the design of the container led him to reject 
the cottage cheese package supplier already being used by the company in 
favor of a supplier that could provide a more apt and artful package. 

He reports that there are "three or four major suppliers for the 
dairy business from among which he might have chosen. "Since we had 
alreadly changed one container for cottage cheese, both supplier B and 
Supplier A (which supplied the cottage cheese container) were fiercely 
competing. All the mojor companies had called on us, but we felt only 
these two companies were big enough to help with the design concept. 

They had a great deal of help to offer--they placed their art departments 
at our disposal, suggesting color combinations, etc*" 

The General Manager of Division A said that the art department of the 
successful supplier "really sold it for them." The department "took the 
initial idea, the art design that our company had created, elaborated on 
it and from it developed a modern, eye-catching design. Supplier A*s de- 
partment missed the whole concept." 

In the case of the second changeover, price was not a deciding factor. 
"At this point, I was only concerned with concept and not price... We 
knew that (Supplier B) was competitive in price, having gone through the 
cottage cheese purchase. We also knew that (Supplier B* s) servicing was 
very good, "the General Manager said. The successful supplier was chosen 
he added because "they serviced our needs, bringing to positive conclusion 
the design of the carton art work." 

Once supplier B won out over its competitors for the additional 
business of the purchaser, there were continued contacts between persons 
at each company, specifically the General Manager of Division A and the 
Regional Manager and a Sales Representative from the supplier. "Someone 
was constantly coming in for refinement of the package-- that is from the 
rough art work to the hand-painted package," the General Manager said. 
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VI. Sources Of Information 

The President said he recieved relevant information ‘from "trade . 
magazines" (he didn't recall the names) in which there had appeared 
articles on packaging material and the names of competitors which were 
using plastic or considering using it. He recalled also one article on 
"the economic value of convert irg fro m paper to plastic." He said he was 
also kept advised of progress being made, with the supplier, etc. by the 
Marketing Manager and by the Director of Purchasing. The Marketing Man- 
ager told him "what competitors were doing in various markets, what kind 
of desings were possible and the advantages of a uniform package which we 
did not have, particularly with regard to the advertising program." 

The Director of Purchasing said he got information from a supplier re- 
presentative, from "the experience of our own people," from publications, 
and from "feedback to suggestions we made to potential suppliers." He 
noted more specifically getting information from the Marketing Manager a- 
bout how the "container was accepted in the market place, its virtues, and 
his opinion as to whether it was suitable." In the trade journals Dairy 
Review and Food Engineering , he saw "articles on the subject written by 
staff people, or (about! suppliers, or articles on operations where this 
material was used." 

The Marketing Manager said that, "Some of our customers like (X Tea 
Company) came to us and asked us to look into this container. This was not 
unique with us." He said that "our own sales experience in the super mar- 
ket" was the most valuable source of information about this product. 

The Ceneral Manager of Division A got information about the product 
from three sources: a) the two major suppliers of the product who, among 
other things, he said, suggested color combinations for the packages; 
b) the Purchasing Director who, he said, *had gone through the cottage 
cheese packaging change [and]... was knowledgeable;" and c) from several 
trade publications: Milk Review , American Dairy Review , Advertising and 
Sales Promotion , and Food ?rocessing and Marketing , (all monthly publica- 
tions) and Dairy Record which he termed a "biography of the dairy industry." 
He said he saw "everything" in these publications, adding that he finds 
Dairy Review most valuable because "it has new ideas, new concepts." 

The General Manager of Division A felt that all the information 
sources named were valuable, "Anyway," he said, "it was mainly the col- 
laboration of the supplier with us in an attempt to come up with some- 
thing that finally sold theidea." 
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VII. Satsifactton With Purchase Decision 

The four persons interviewed (President, Director of Purchasing, 
Marketing Manager, and General Manager, Division A) all said that they 
had been completely satisfied with the purchase at the time it was made. 
Most commented that those involved had done a thorough Job of screening 
and investigation in choosing the product* 

Three of the four said they would be in favor of making the same de- 
cision again if the decision could be made over* The President said he 
would repeat the decision because "X know of nothing at this point that 
would lead me to believe that we made a bad selection*" The General 
Manager of the division said he would repeat the decision "because with 
few exceptions, V ve been satisfied with the product*" The exceptions, he 
said, are that the supplier puts out some cartons with smeared ink or 
faded color, and neglects to treat the plastic for static electricity to 
provent dust adhering to the package. The supplier "gets a little lax in 
quality control, I'm now continuing to deal with them but if they let me 
down some more, I would consider another supplier," he added. The Dir- 
ector of Purchasing said that he was not sure whether he would favor 
making the same purchase decision again because it is company policy to 
re-examine these decisions, "We re-evaluate every year," he said. 



VIII. Summary; Persons Mentioned As Involved in Purchase 
Top Management ; President; Executive Vice-President; 



Vice-President, Division A; General Manager, 

Division A; General Manager, Division B; Other 
Division Managers (3) (members of Operating 
Committee) 8 

Sales ; Marketing Manager; Division Sales Mana- 
gers (3); General Sales Manager; Supermarket 
Sales Manager 6 

Production ; Production Managers (3); other 

"untitled" production person; Quality Con- 
trol Manager; Plant Manager, Division A 6 

Purchasing : Director of Purchasing 1 



Engineering ; Head, Engineering Department, 

Division B* 1 

Other : Branch Manager, Division A; Vice-President, 

advertising Agency 2 



Total 24 



*0ther unspecified persons in Engineering Department of Division 
B were also Involved* 
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XX, Overall Pattern Of Cotnmuni cat Ions Concerning Purchases * 




*Since organization chart could not be obtained, 
oresent organizational relationships precisely* 
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above diagram may not re- 
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X. S upplier's Perception Of Purchase Decision 

The Manager of Packaging Sales for supplier A, *ho supplied the 
cottage cheese containers, said that every phase of the transaction was 
channelled through him. He said he had "most direct contact ... face to 
face discussion" with the Director of Purchasing* He said he also had 
contact with the General Manager of purchaser Division B in the course of 
"servicing the contract*" Asked who he thought took part in the decision 
to get the plastic cottage cheese containers, he named only the Vice-Pres- 
ident of Division A. (Persons at the purchaser company did not stress this 
person's role in the purchase.) 

He said that the purchaser company "knew of us because we were sup- 
plying them [with paper containers.) In addition our company has a good 
corporate image." He thought that the decision to buy the cottage cheese 
containers from his supplier company was "a sort of group decision--ini- 
tially (the Executive Vice-President) in conjunction with (the Director of 
Purchasing, In renewing the contract, the emphasis swung stronger to 
(Director of Purchasing,)." (Information from the purchaser company also 
suggests that the Director of Purchasing was important in this choice, 
with the advice of the Sales people )fr. He thought the decision to buy the 
cottage cheese containers from his company was due to "our total image 
and proposal [being] better than any of the others presented, . .our image 
from past esperience and performance was good, so they gave us the business." 

At Supplier B, from which plastic containers for sour cream, sour 
half and half, and yogurt are being purchase^ the persons who had great- 
est contact with the purchaser company was the Packaging Salesman. He 
said he had most contact with the Director of Purchasing, also had con- 
tact with the Marketing Manager and with the General Manager of Division 
A, and had "minor contacts" with the Vice-President of Division A and 
with the Executive Vice-President. Asked who he thought took part in the 
decision to buy plastic containers for these products, he named all of 
the five people with whom he had contact. (These persons did play a pro- 
minent part in the decision.) 

Asked how people at the purchaser company knew about his own company 
he said, "957. of what they know came from me." He named six trade publi- 
cations and one general publication in which his company advertises, then 
said, "Advertising is of significant assistance but direct contact is 
most important." He added, "Actually we had been calling on (purchaser 
company) since 1962. They hadn't used our services. Then when there was 
a change in personnel, the attitude was completely different." 
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Asked who he thought it was who decided to buy from his company, he 
named the Director of Purchasing and apparently was not sure whether or 
not the General Manager of Division A was involved. (Company personnel 
indicate that the General Manager was most influential in this choice.) 

The supplier salesman expressed his belief that the Director of Purchasing 
"and others at (purchaser company) believe that (Supplier B) is the kind 
of company to whom they wish to relate over a long term. (Purchaser com- 
pany) is very much of the philosophy to develop long-term thorough re- 
lationships with suppliers and customers. [This was corraborated by the 
Director of Purchasing.] I guess they felt (supplier B) , a highly re- 
search-oriented company, was going to be around for a while--a better 
long-term bet than another company that*s only interested in making a 
fast sale. Of course our product is excellent and priced competitively, 
and far better- looking than their old packaging . n 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



4. CASE STUDY: PURCHASE OF NEW PLASTIC MATERIAL FOR ORGAN KEYS 



I. Purchaser 

The purchaser is a well-established designer and manufacturer of high 
quality organs and pianos. The main division of the company produces a large 
number of organ models and employs about half of the total company personnel 
of 3000 employees. This division has five plants within the same city. 

Other divisions of the company make audio system components and precision 
electronic devices for commercial and military uses. 

The Purchasing Department of the main division, where this study was 
done, employs eighteen persons and processes about 300 requisitions per 
week. 



II. The Product Obtaine d 

Melamine is a thermo-setting plastic of high impact strength. It was 
purchased for use in making the white keys of organs, specifically of higher- 
priced organs, both manual and electronic. Previously, both implex, another 
thermo-plastic, and betel, a hard natural vegetable substance, were used to 
make the keys. 

Ill* How Need for Getting Product Came Up 

After receiving complaints from their customers, dealers complained to 
the company that the implex keys were too easily scratched and that the key- 
board lost its beauty quickly, becoming yellow. Those in Marketing, including 
the Vice President of Marketing, as well as those in Engineering, were aware 
of this problem. It was within the Engineering Department, however, that 
the idea of a switch from the previous materials used (primarily implex and 
betel) to another material was first discussed. Those in the company who 
discussed this idea during the first few months of 1964 were the Vice Presi- 
dent of Engineering, Engineering Department, the Senior Mechanical Engineer, 
and a Buyer, Purchasing Department. 

Another factor which figured importantly in the switch from implex and 
betel keys to a new material was a change in the design of the manual model 
organs. In early 1964, the Style Consultant of the Engineering Department 
designed a new model organ with an overhanging keyboard. The model required 
a key which could withstand great pressure. Betel was hard but too costly; 
implex's cost was not prohibitive, but it was too soft and likely to scratch 
and yellow. 




^Interviewing for the study was conducted by the National Opinion Research 
Center. Interviews were conducted in January 1967 with the Vice-President, 
Engineering; a Senior Mechanical Engineer; a Senior Project Engineer; the 
Director of Purchasing; the Vice President of Planning; the President; and 
representatives of two supplier companies. 
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The Vice President of Engineering subsequently discussed the need for 
a new material with the President at several informal meetings during the 
first few months of 1964. Also present at these meetings was the Director 
of Purchasing. Considerable further discussion within the company then took 
place. The Vice President for Engineering brought this need to the attention 
of the Senior Mechanical Engineer in October of 1964. The Senior Mechanical 
Engineer discussed the need with the Vice President for Engineering and with 
the Senior Project Engineer, Engineering Department. The Senior Project 
Engineer discussed the need for some new material with the Senior Mechanical 
Engineer, with the Cabinet Designer, and with the Vice President for Engineer- 
ing. The Vice* President for Engineering, in turn, talked with the Vice Presi- 
dent of Planning, Planning Department. The latter also discussed the matter 
with the Purchasing Director. At the center of this pattern of discussions 
was the Senior Mechanical Engineer who, after his talks with the others, 
es mentioned above, and after careful study of the problem, recommended the 
purchase of melamine to the Vice President for Engineering. 



Summary of Persons Involved in Discussing, Need : 

Top Management 2 

Engineering 3 

Purchasing 2 

Marketing 1 

Techinal Specialists (Style Consultant 

and Cabinet Designer) 2 

Total 10 



IV . Deciding to Get a Product in This Category 

The Senior Mechanical Engineer, Engineering Department, who discussed 
the possibility of obtaining melamine for the key mold with the Vice President 
of Engineering and the Senior Project Engineer, designed a key for the new 
model organ, and selected the type of material to be used (i.e. melamine), 
the grade of material, and the special color which he recommended for use. 

As the Senior Mechanical Engineer put it, M I studied different specifications 
and made the determination to get melamine. It met the specifications for 
the Job we were doing.” 



The Vice President for Engineering, Engineering Department, discussed 
the new key design v/ith the Senior Project Engineer, as well as with the 
Director of Purchasing. The Vice President for Engineering also received the 
evaluation and recommendation of the Chief Mechanical Engineer, Engineering 
Department (not the same as Senior Mechanical Engineer), who had tested the 
material and keyboard design. Also involved in the discussion about getting 
melamine, though they had no direct responsibility for the decision to make 
this purchase, were the Vice President of Planning, who spoke with the Director 
of Purchasing, with the Vice President of Engineering, and with the President; 
*“he Senior Project Engineer, who discussed the idea of buying melamine with 
uyer, with the Vice President for Engineering, and with the Senior Mechani- 
ngineer. 
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Initially there was considerable uncertainty about the advantages of 
switching to the new plastic. Doubts centered around the somewhat higher cost 
of the new material, its technical feasibility, and the question of how the 
new keys would look. However, as the Director of Purchasing stated, "We 
found it was feasible and the cost estimates were not too exorbitant." The 
new material has a bone-like appearance, and had the advantages of being hard 
and scratch and burn resistant. 

After the series of discussions outlined above, the Vice President for 
Engineering approved the proposed new key design and material. Then the Presi- 
dent of the company, after discussion of the proposed change with the Vice 
President of Planning and with the Director of Purchasing, gave final approval 
for the purchase of the new plastic. The President favored the change to 
melamine because he felt that it would be more satisfactory than the material 
(implex) then in primary use, while costing approximately the same. 

V. Selecting a Specific Supplier 

Three potential suppliers were considered. No one supplier was men- 
tioned as having been considered more seriously at first than the others. 

The Senior Mechanical Engineer discussed the choice of a particular 
supplier with the Buyer, and with the Director of Purchasing, and was con- 
sulted by the Vice President for Engineering about the supplier to be chosen. 
The Vice President of Engineering had the greatest influence in the choice 
of supplier since, as he said, the plastic key "was my responsibility." 

After assessing the skills and operational process of the several suppliers 
under consideration, he concluded that one in particular was preferable to 
all others. After discussing his conclusions with the Senior Mechanical 
Engineer, the Vice President of Engineering recommended to the Director of 
Purchasing that this supplier be chosen. The Vice President of Engineering 
commented, "We considered his skills and (Senior Mechanical Engineer) saw 
his operation and we were convinced he Could do the job." The Director of 
Purchasing discussed the choice further with the Senior Mechanical Engineer, 
with the Buyer, and with the Vice President of Planning, Planning Department. 
Formal approval for the purchase from this supplier was given both by the 
Director of Engineering and by the President. The purchase order was issued 
in January 1965. 



The President, although giving his approval to the choice of the sup- 
plier, expressed reservations about the choice because of this supplier’s 
lack of experience. The initial supplier turned out, in fact, to be unsat- 
isfactory because the keys of melamine he supplied were mottled in appearance, 
and because he was unable to keep up to the desired production schedule. 

The Vice President for Engineering arranged for the withdrawal of the key 
mold from this supplier and the contract was subsequently given to another 
supplier with which the company had previous experience. 



Contact with Successful Supplier 

The Senior Mechanical Engineer discussed the problems of building the 
key mold with the President of the successful (initial) supplier at the organ 
plant. Then, accompanied by a Buyer, he went to the Supplier’s plant to 
e — type of an operation the supplier ran. On the basis of this visit, 
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he reassured the Purchasing Department "that the man was qualified to do this 
type of work for us." The Senior Mechanical Engineer also returned to the 
supplier's plant when the actual keys were first being turned out. The Presi 
dent of the successful supplier visited the organ company in an effort to get 
their business. A meeting was held in which the supplier President discussed 
the possible purchase with the Senior Mechanical Engineer, the Director of 
Purchasing, and a Buyer from the Purchasing Department. The Vice President 
for Engineering had no personal contact with the first successful supplier, 
nor did the President, nor the Vice President of Planning, nor the Senior 
Project Engineer. 

Reason for Choice, of Supplier 

The original supplier was chosen for the following reasons (not nec- 
essarily in order of priority): 

1. The price quoted by this supplier offered significant savings 
compared to quotations from other suppliers. 

2. The supplier* s name was well-known as a result of the supplier* s 
publicity. 

3. On the basis of the visit of the Senior Mechanical Engineer, it 
was consluded that it was a "good quality operation he runs; not 
a cheap manufacturing process. <r 

4. It was judged that this supplier was willing to try new ideas, 
which the supplier of implex keys was not. 

. 

5. The personal presentation and demeanor of the President of the 
supplier company originally chosen seems to have been a very im- 
portant factor in deciding the choice of supplier. Several of 
those interviewed felt that the personality factor had perhaps 
been weighted too heavily, to the detriment of other more tangible 
considerations which was much regretted when this supplier was 
unable to fulfill his contract as specified. 

The second supplier, to whom the job was later given, was chosen pri- 
marily because it had done work for the company before and had been found 
reliable. This supplier was second in line on the bidding. "When trouble 
arose with (the first supplier), there was no hesitation on my part to ship 
the mold to them," said the Director of Purchasing. 

Summary of Persons Involved in Choice of Supplier : 



Top Management 2 

Engineering 3 

^ Purchasing 

t Total 7 
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VI. Sources of Information About Product and Suppliers 

The Vice President for Engineering, Engineering Department , spoke with 
local sales representatives of supplier f inns, whom he considered his most 
valuable source of information. He also consulted publications which had in- 
formation both on new types of plastics and new techniques In plastic usage 
(Modern Plastics . Plastics Engineering , American Society for Plastics ), ob- 
tained information mailed from the Society for Plastic Engineering about 
materials, and drew on his past experience with plastics suppliers. 

The Senior Mechanical Engineer, Engineering Department , got relevant 
information from visits by local sales representatives of suppliers whom he 
had asked to call. He consulted standard reference works including Plastics 
Encyclopedia ; and visited one supplier r s plant. He also had relevant previous 
experience, noting, "I r ve designed products made of melamine and other products 
and had very good luck with them for (this company) and other organizations. ,f 

The Senior Project Engineer, Engineering Department , got relevant infor- 
mation from the Modern Plastics Encyclopedia , a standard reference work. He 
also got reports from the Senior Mechanical Engineer and from the Buyer of 
their contacts with the original supplier. He felt these two men were his 
most valuable sources of information. 

The Director of_Pur chasing, Purchasing Department , said the Plastics 
Encyclopedia and his previous experience with vendors were mes t valuable to 
him. He got information from the Mechanical Engineer about the capability of 
various suppliers and their tentative prices, from potential suppliers who 
told him what could be done with melamine and ways in which it could be used, 
and from the Buyer. He felt that the suppliers were the most valuable source 
of information to him. 

The Vice President of Planning. Planning Department , obtained relevant 
information from the Vice President of Engineering and from the Director of 
Purchasing. 

The President said that his sources of information were the Director 
of Purchasing and the Vice President of Engineering, Engineering Department. 

Summary: Number of Persons Who Got Information From Following Sources ; 

Others in Company 4 

Called on by Salesman 3 

Got Direct Mail from a Supplier 1 

Visited a Supplier 2 

Had Previous Experience with this Type of Product or Supplier 3 

Used Standard Reference Work 2 

^aw Article or Ad in Magazine 1 
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VII. Satisfaction with Purchase Decision 

Asked whether they had felt completely satisfied, fairly satisfied, or 
not too satisfied about the decision at the time it was made, two of >ix key 
respondents said that they had felt f, completely satisfied," principally be- 
cause the melamine samples "were fully approved by Engineering. " But four 
(including two top management men) said they had been only "fairly satisfied" 
with the decision. Reasons given for lack of complete satisfaction included 
dislike for the yellowish color of melamine and difficulty with brittleness 
of the material. 

Asked whether, if the decision could be made over again now, they would 
be in favor of making the same purchase, three respondents said they would be 
in favor of repeating the purchase, one of these saying, "we don’t know how 
we could have done better, the material has proven satisfactory. " But three 
other respondents, including two top management men, said they would not be 
in favor of making the same purchase again. Reasons offered included trouble 
with the quality of work and delivery of the original supplier, the continued 
need for readjusting keys on the assembly line, and higher- than-anticipated 
costs. One of these respondents noted, "We may have to change the whole thing 
yet 
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VIII. Diagram of Overall Pattern of Communications Concerning Purchase 




Supplier 

(President) 
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Overall Summary of Persons Mentioned as Involved in Purchase; 



Top Management 2 
Engineering 4 
Purchasing 2 
Marketing 1 
Technical Specialists 2 

Total 11 



IX, Suppliers Perception of Purchase Decision 

Who Took Part in the Decision to Buy Product in This Category 

Asked, "Who do you think it was at (purchaser company) who took part in 
the decision to buy melamine at this time?" the President of the first suc- 
cessful supplier mentioned the Buyer and the Director of Purchasing, He did 
not mention any of the other persons who were, as described above, involved 
in the decision to buy the product. Asked the same question, the manufacturing 
representative of the second successful supplier mentioned only the Director 
of Purchasing, 

Persons at Purchaser Company Involved in Decision to Buy From Particular Supplier 
Company 

The President of the first successful supplier thought that the Senior 
Mechanical Engineer decided to buy this product from his company rather than 
from another supplier* However, information obtained from persons at the 
company indicate that this supplier was chosen primarily through the influ- 
ence of the Vice President for Engineering, who consulted with the Senior 
Mechanical Engineer, the Buyer, and the Director of Purchasing, 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



5. CASE STUDY; DECISION TO PURCHASE PLASTIC LAMINATE 
FOR FURNITURE MANUFACTURE 



I. The Purchaser 

The purchaser is one division of a large, midwestern-based, nation- 
wide corporation. The entire corporation manufactures over seventy finished 
and unfinished products in plants spread out across the country. This division 
manufactures a variety of products including farm implements, plumbing 
products and hospital furniture. 

Each division of the corporation is autonomous in its purchasing. 

This division employs eleven persons in its purchasing department. It 
handles all divisional purchasing; none is done at the corporate level. 

II. The Purchase Decision 

The purchase decision studied was that to buy a plastic laminate for 
application to a steel bedside cabinet being manufactured by the company for 
use in hospital rooms. The plastic laminate simulates wood and covers 
the surfaces of the steel cabinet. For bonding the plastic laminate to the 
steel, the services of a second supplier were obtained. 

III. How Need for Getting Product Came Up 

The company had begun the manufacture of hospital furniture by making 
a bed. It was found, however, that customers wanted a "package deal," which 
combined several pieces of furniture rather than the single item. Therefore, 
to meet the demands or the competitive market, the company supplemented the 
hospital bed by offering two kinds of bedside cabinets: one of plain steel, 

and one of wood- laminate with a plastic veneer top. The first was company- 
manufactured and the second was bought as a completed unit from a furniture 
manufacturer and resold. However, the source that was making the wood- 
laminate cabinet could not, according to the Buyer of these cabinets in the 
Purchasing Department, "meet the company's quality line," and the company was 
having difficulty obtaining a good source of supply. Moreover, the completed 
cabinets purchased outside were expensive. Their own metal cabinet was 
not decorative enough to be completely saleable. This situation had been a 
"perennial problem," according to the Executive Vice President who had been 
Director of Marketing at the time this became a problem. 

In January 1966, the Buyer from the Purchasing Department, whose re- 
sponsibilities included purchasing the cabinets from an outside source, thought 
of using a plastic laminate--already being applied in clear form to the company's 



interviewing for the study was conducted by the National Opinion Research 
Center. Interviews were conducted in January 1967 with the Buyer, the Director 
of Purchases, the National Sales Manager for Hospital Products, the Senior 
H Project Engineer- -Product Design, the Executive Vice-President, and the 
Vice-President, Engineering. 
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wood- laminate bads--on the steel components then making up the plain metal 
cabinet. By applying a 1 wood-appearing plastic to the core metal, he believed, 
an end product of appropriate quality and price could be assembled to replace 
the unsatisfactory wood- laminate cabinet. 

The Buyer broached this idea for a cabinet of metal and plastic- laminate 
to those concerned with, sales, manufacturing, and design of the product. These 
persons included the Director of Marketing; the National Hospital Products Sales 
Manager, Marketing Department; the Director of Manufacturing, the Vice President 
of Engineering- and the Senior Project Engineer for Product Design, Engineering 
Department. Each of these men generally acknowledged the need for a new cabi- 
net and examined the feasibility of the proposal from the point of view of his 
respective specialty. Further discussion of the need for a new type of cabi- 
net was carried on by *;he Director of Marketing, who discussed the problem 
with the Vice President, Engineering, and with the Executive Vice President. 

SUMMARY: Persons Involved in Discussion of Need 



i 

a. Top Management 2 

b. Sales 2 

c. Engineering 1 

d. Production 1 

-e. Purchasing 1 

Total 7 



IV . Deciding to Get a Product in This Category 

Though technical and managerial approval was necessary, the decision 
about whether to go ahead with the new type of cabinet was primarily in the 
hands of Purchasing and Sales. There were two main issues around which the 
decision revolved. One was the potential saleability of the proposed plastic- 
laminate cabinet and the other its likely manufacturing cost. Since the 
fabricating and bonding of the plastic veneer could not be done at the pur- 
chaser company, the Bjyer had samples of the wood-simulating laminate on 
metal made by a supplier with which the company was already dealing. He 
then submitted these samples to key people in Engineering Design and Sales. 

Doing this "proved" that the particular supplier could, in fact, laminate the 
plastic to the metal. (The process was "new" only for the purchaser and the 
laminator; it had already been done elsewhere.) 

It was the task of the Engineering Department to prepare specifications 
for the cabinet. The Senior Project Engineer, Product Design, made production 
drawings and determined the engineering feasibility of the proposed cabinet. 

The Director of Research and Development ran experiments on the new material 
in order, ac the Vice L resident , Engineering, put it, "to be sure it would 
do the job." The Chief Inspector, Quality Control, had to evaluate the facilities 
of the supplier and its "ability to meet specifications." Meanwhile, the 
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National Sales Manager for Hospital Products consulted his assistant (the 
Assistant National Sales Manager) as well as two regional sales roanagers-- 
one in Philadelphia and one in California-- to get their reactions to the pro- 
posed new type of cabinet. The Marketing Department requested a cost es- 
timate on the new cabinet from the Vice President for Engineering who, in 
turn, sent a memo asking for such an estimate to the Senior Project Engineer, 
Machine Design. The Vice President for Engineering also reviewed reports 
made on the material sent to him by the Director of Research and Development. 

Though ultimately the idea for the cabinet was enthusiastically re- 
ceived, people in the company were at first skeptical* According to one 
respondent "there were negative attitudes, basically from the Sales Depart- 
ment (which) didn't want it at first." In order to "sell" Sales, the Buyer 
had a sample cabinet constructed and "showed it to the salesmen; after they 
saw it they were more interested." Those concerned with manufacturing and 
engineering also had doubts about whether a company-manufacturered cabinet 
would be desirable. There was a question, the Purchasing Director noted, 
about "the cost of doing it vs buying the completed unit--as long as it in- 
volved manufacturing here, how we were going to do it. This included engin- 
eering as well as manufacturing." More factual information about price and 
the drawings for the new cabinet made up by Design helped to answer the 
questions raised. 

The new cabinet promised a number of important advantages: 

a. It was a better quality cabinet than the wood- laminate unit 
which was being bought from another manufacturer. 

b. It enabled the company to control production of its own equip- 
ment instead of buying outside and depending on possibly un- 
reliable supply sources. (Controlling production for the new 
cabinet entails determining color and texture specifications 
for the supplier of the laminate; providing its own metal com- 
ponents to the laminator; and specifying the kind of fabri- 
cating to be done on these component s--the cutting, tooling, 
drilling, and bonding of plastic to the metal component core.) 

c. Controlling production, in turn, increased labor at the plant, 
thus providing for potential expansion of the hospital products 
"operation," 

d. By freeing the company from paying outside overhead on a com- 
pleted unit, the plastic laminate cabinet reduced manufacturing 
costs and customer prices. 

e. The new cabinet was judged to be a more saleable product than 
the previous cabinets sold. 
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The Buyer was, all along, active in trying to get adoption of the new 
cabinet. As the Senior Project Engineer, Design, put it, "he just pushed it." 
Having had the job of purchasing the inadequate and expensive completed fur- 
niture, and knowing the problems of finding a reliable source for these fin- 
ished units, he felt that the company's way out of the dilemma was to "do it 
themselves." Accordingly, he worked hard to get his "project" adopted. 

The National Sales Manager, Hospital Products, was influential in the decision- 
making process because, as he himself put it, "I know what the market will 
stand." It is part of his job to increase sales and his concern to develop 
a saleable product. The decision to proceed with the cabinet was technically 
his, since as Sales Manager for Hospital Products he is "responsible for in- 
stigating changes ... for all aspects of a product, including appearance, cost, 
and quality." 

Final approval was given by thn Vice President, Engineering and the 
E> ^cutive Vice President on the basis of the favorable reports they received 
from the Engineering and Marketing departments. The Executive Vice President 
also had received advice from an industrial design consultant. 

SUMMARY: Persons Involved in Decision to Get Product in This Category 



a. 


Top Management 


2 


b« 


Sales 


4 


c. 


Engineering 


1 


d. 


Purchasing 


2 


e. 


Research and Development 


1 


f. 


Quality Control 


1 


g* 


Consultant 


1 




Total 


12 



V. Selecting a Specific Type of Product and a Supplie r 

Two kinds of suppliers are involved in this purchase. The first is the 
supplier of the wood- simulating plastic laminate. The other supplier bonds the 
plastic to the core metal components received from the purchaser. For the 
plastic laminate itself, the National Sales Manager, Hospital Products, named 
six companies that were considered as possible suppliers, among them one 
of the leading suppliers of plastic furniture tops. The purchaser company had 
done business with this firm in the past, but. had had "major problems" ac- 
cording to the Sales Manager for Hospital Products, because the firm didn't 
meet the purchaser's delivery schedules. 

The National Sales Manager for Hospital Products had a major in- 
fluence in the choice of a plastic laminate supplier because, as the Execu- 
tive Vice President said, "He has to make the sales and know what the market 
requires." Also active in the process of choosing a laminate supplier was the 
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Buyer, Both the Buyer and the National Sales Manager for Hospital Products 
had contact with a salesman from the company chosen to provide the laminate. 

The National Sales Manager commented that the salesman "called on us regu- 
larly and, when we thought about switching, (he) had the most technical 
information (and) more sincerity. We visited the plant at his urging and 
thus knew what they could do." The personality of the supplier salesman 
was also a factor in the choice of the laminate supplier. "We believed in 
him," the National Sales Manager said. 

The tentative vendor choice raised objections among some salesmen, 
who thought that it would be better to get the plastic from the better- 
known source that the company had once used. These men felt that this brand 
name would "add quality to the product" and make it more saleable. The Sales 
Manager therefore distributed a questionnaire to twenty salesmen to search 
out their opinions about whether the previously used brand name would aid 
sales- Using the responses to this questionnaire "convinced people in the 
company, I suppose, that the name wouldn't make any difference," he said. 
Probably because the product "has to be saleable no matter what we recommend," 
the Buyer attribute! to the "salesmen as a group" great influence in the 
choosing of the plastic laminate vendor. 

With regard to a supplier to do the bonding of the plastic laminate 
to the steel cabinet body, the Buyer seems to have been primarily responsible 
for selecting this company- He contacted the owner of the company that had 
been supplying his firm with components for the hospital bed. "Whether it 
could be done was discussed with Mr- ... I phoned and asked if 

they could laminate plastic to metal--could it be done and could he do it." 
Although there were other companies which could handle the bonding and fab- 
ricating process, the purchaser "was happy with", and"committed to" this 
one according to the Executive Vice President and didn't consider another. 

The laminate applier used had been found satisfactory because of the 
quality of its service, its suitable prices, and regularity of delivery. 

A requisition for the laminate application was prepared by the Pro- 
duction Control office, a part of the Manufacturing Department, on November 11, 
1966; it was signed by a Production Control Supervisor and the Production 
Control Manager. Three days later the Buyer signed the purchase order for 
the services of the laminate applier, and the purchase order was approved by 
his superior, the Director of Purchasing. 

SUMMARY: Persons Involved in Choice of Suppliers 



a. 


Sales: National 


Manager; 20 salesmen 


21 


b. 


Top Management 




1 


c . 


Purchasing 




2 


d. 


Production 


Total 


2 

26 



0 
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VI* Sources of Information About Product and Suppliers 



Asked about the ways in which they got information about the product 
or about suppliers of the product, people at the company gave the following 
information: 

The Buyer had been dealing with a company that had been supplying 
them with plastic-veneer wooden bed components, and knew this company's 
capability. (This is the company which was given the job of bonding the 
laminate to steel.) He also 6aw a “competitor's product with similar con- 
struction to ours 11 in a hospital products periodical. The Buyer says that 
"a combination .of seeing ideas, and my own desire to see if we could do it f1 
were his most valuable sources of information about the product. 

The Director of Purchases dealt with the buying process indirectly, 
discussing the purchase with the Buyer and receiving information from the 
Buyer. 



The National Sales Manager for Hospital Products received most of 
his information through the Purchasing Department. He also received information 
from his salesmen in the field, from the field manager, from trade publi- 
cations, and from his own company's Engineering Department. He felt that his 
most valuable source of information was the Purchasing Department, “because 
of their understanding of laminates and the furniture business." 

The Senior Project Engineer-Product Design said he obtained infor- 
mation about the suppliers from past experience with them. He obtained in- 
formation about the particular product from the Marketing Department. 

The Vice-President- -Engineering got information from Research and 
Development, which conducted experiments on the material to “prove the capa- 
bility’^ the laminated product, and from the Buyer, Purchasing Department, 
about prices. He felt that his most valuable source of information about 
the product was thi report from the Director of Research and Development 
which “proves the value of the product .. .whether this (material) can be used 
as part of the final product." 

The Executive Vice President said that his most valuable sources of 
information were an industrial design consultant, who had done a survey of 
the field and recommended improvements, and the Buyer. 
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S UMMARY; Number (of six persons Interviewed) Who Got Information From Fol- 



lowing Sources : 

a. Others in Company 5 

b. Called on by a Salesman 1 

c. Visited a Supplier 2 

d. Had Previous Experience with this Type of Product 

or Supplier of it 2 

e. Saw Article or Ad in Magazine 2 

f. Got Information from Person (consultant) Outside the 

Company _ 1, 

Total 13 

VII. Satisfaction with Purchase Decision 



Asked about their satisfaction with the purchase decision at the 
time it vaB made, five respondents said they had been ‘’completely satisfied" 
with the decision and one said he had been "fairly satisfied." Reasons given 
by respondents for complete satisfaction were: that the company had gained 

control of the product by manufacturing instead of buying it; that the 
product filled a "crying need" and solved a "severe sales problem;" that 
the laminate applier company was familiar and could be depended upon for 
"exceptional quality;" and that the cabinet passed all tests for looks and 
price. The respondent who was only fairly satisfied thought that there n was 
some way a little bit better than using this method. I had some ideas of my 
own which were overruled." 

Asked whether, if the decision could be made over, they would be 
in favor of making the same purchase, all said yes, except the man who had 
had some original reservations; he said he was not certain because "the 
whole laminating process could have been done here." Many of those involved 
would make the same decision again for the same reasons that they were com- 
pletely satisfied with it; one man calls the cabinet as a "good investment." 
Although it had not yet gone into production at the time of these interviews, 
and had not been marketed, the Buyer mentioned that the product appeared to 
be more saleable than the previous products and that 400-500 orders for it 
had already been placed. 
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SlIMMARY: Persons Mentioned as Involved in any Phase of Purchase 

Purchasing : Buyer, Director of Purchasing 2 

Top Management : Executive Vice President; Vice President, 

Engineering 2 

Production : Director of Manufacturing 1 

.Sales: National Sales Manager, Hospital Products; 

Director, Marketing; Assistant National Sales 
* Manager, Hospital Products; Two Regional Sales 



Supervisors; Twenty Salesmen 25 
Engineering ; Senior Project Engineer, Product Design 1 
Quality Control : Chief Inspector 1 
Research and Development ; Director 1 
Production Control : Manager; Supervisor 2 
Other ; Industrial Design Consultant . 1 

Total 36 
VIII. Suppliers 1 Perceptions of Purchase Decision 



The representative of the company which was chosen to supply the 
plastic laminate said that he had most contact with the Buyer at the purchaser 
company. Asked who he thought took part in the decision to buy a plastic 
laminate, he mentioned the Buyer, Purchasing Department; the Sales Manager 
for Hospital Products; and the Vice President of Marketing (now Executive 
Vice President). He did not mention others in the company, including those 
in Manufacturing and Engineering who had a part in the decision to buy the 
plastic laminate. 

The representative of the company which got the Job of applying 
the plastic laminate to the steel cabinet said that he had most contact 
with the Buyer and with the Director of Purchases concerning this purchase. 
Regarding those at the purchaser company involved in the decision to buy 
this service at this time, he mentioned the Buyer and the Engineering 
staff, 11 saying that he didn't know who among the latcer were involved. 

He thought that it was the Buyer who decided to buy this service from his 
company rather than from some other company. In fact, the Buyer appeared 
to have had the primary role in the choice of this second of two suppliers 
involved in the purchase. 
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Purcliase Decision Study 
Survey Research Center * 
University of Michigan 



6. CASE STUDY: DECISION TO PURCHASE AUTO PART MADE OF ZINC RATHER THAN 

ALUMINUM 



I. Purchaser 

The purchaser is a division of a large nation-wide corporation 
which manufactures many different products, including automotive parts, 
electrical equipment, motors, and machinery. The division which made 
this purchase produces automotive parts and has many plants throughout 
the country. This purchase was made for plants which manufacture shock 
absorbers . 

Each corporate Group (consisting of several divisions) is largely 
autonomous in its purchasing with the exception of a few cases where 
national contracts are developed. The ‘'Group 11 Purchasing Department 
is responsible for coordinating the purchase functions of plants within the 
division. 

The division offices are in a midwestern city. Of the two plants 
manufacturing shock absorbers referred to in the study, one is in the 
south and the second is in a midwestern city other than the city in 
which corporate and divisional headquarters are located. 



II. The Product Obtained 

The product purchased is a n heat diffusing" sleeve, a one and 
one-half inch long strip of zinc which is attached to the middle 
of an automobile shock absorber produced by the company. The sleeve 
is advertised as diffusing the heat generated by the shock absorber while 
the car is in motion. Before this type of heat diffusing sleeve was 
purchased, another similar one, made of aluminum, was used. However, 
aluminum was difficult to process in the dies, did not last as long as 
zinc, and was difficult to procure. 



★Interviewing for this study was done by the National Opinion Research 
Center, University of Chicago. Five persons in the company who are 
starred in the communica tions d a gram below, as well as a supplier 
representative, were interviewed in January, 1967; those in the southern 
^ plant and the supplier representative were interviewed in April, 1967. 
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III , How Heed For Getting The Product Came Up 

The need for a change in' the aluminum heat diffusing sleeve was 
brought to the attention of the purchaser company in April, 1966 by one 
of its customers. This customer company buys the shock absorbers which 
the purchaser company manufactures and sells them on the retail market. An 
Account Executive in the Sales Department was contacted by the customer 
about an "undesirable condition" in the heat diffusing sleeves of the shock 
absorbers provided to them, (From other information obtained, this defect 
appears to have been a lack of durability.) 

The Account Executive, Sales, then spoke to the Operations Manager 
who is the head of the southern plant where the shock absorbers are manu- 
factured. He (the Operations Manager), in turn, spoke to the Director of 
Purchasing, Automotive Group, about the defective heat diffusing sleeves. 

At approximately the same time (April, 1966) the Manager of the 
Quality Control Department in the shock absorber plant was approached by 
several of his inspectors v?ho complained that work was slowing down be- 
cause of fracturing in the heat diffusing sleeves. The Purchasing Manager 
of the shock absorber division was also informed by "the people in the 
plant" of the need for a change in the present heat diffusing sleeves. 

(The Purchasing Manager could name no specific individuals who so informed 
him, but elsewhere mentions contact with the Operations Manager and with 
the Buyer at this plant,) 

The Manager, Quality Control Department, in the southern plant then 
consulted with the Product Engineer and with the Resident Engineer (from 
the division's Engineering Department) about the fracturing of the alumi- 
num heat diffusing sleeves due to the inflexibility of the metal. He 
also spoke with a Buyer from the division-level purchasing offices about 
this problem. 

Meanwhile, the Director of Purchasing for the Automotive Group, who 
had been concerned about the problem of getting sufficient aluminum, 
checked with the Engineering Department* of the shock absorber ‘division 



^He didn't remember specifically with whom. 
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and with their tv;o current suppliers of heat diffusing sleeves about obtain- 
ing a sufficient supply of aluminum. Apparently, he was unable to obtain 
sufficient reassurance on this point from the suppliers. According to 
the Manager of Quality Control, the suppliers were also asked if they could 
make the sleeves out of something other than aluminum. 



IV, Deciding to Switch To Zinc 

After the problems with the aluminum sleeve had come to the fore, the 
Director of Purchasing, Automotive Group, arranged a meeting attended by 
the President of the shock absorber division, by the Account Executive 
who handles the shock-absorber account, and by a representative of the 
customer company, The meeting was held in the midwest city where a second 
shock absorber plant of the division is located. 

Discussed at the meeting were the drawbacks involved in using alumi- 
num as the material in heat diffusing sleeves: i,e,, that aluminum was dif- 
ficult to process in the dies, was unable to be easily obtained, and that it 
often fractured either during or some time after the manufacturing process. 

The Director of Purchasing, Automotive Group, suggested that another material, 
such as zinc, be used. 

In the discussion that followed, some differences of opinion arose, 

Three specific things were questioned, the Director of Purchasing recalled, 
First, would "the alternate material have the same physical potential for 
the purpose intended?" Secondly, would the southern plant have "the ability 
to use the part satisfactorily in the production line?" Finally, would 
the zinc have an unattractive appearance if it were stored for any length 
of time? 

At the request of the Director of Purchasing, the Assistant Director 
of Engineering and several engineers in the divisions Engineering Depart- 
ment made sample heat diffusing sleeves out of zinc* These v/ere tested 
by several others in the engineering laboratory* The Director of Purchasing 
then consulted with the Manager of Facilities and Equipment Control (divi- 
sion level) about whether or not the casting dies could be converted if 
the switch to zinc were made* 

The tests results were favorable, and, apparently, converting the dies 
would present no problem. As the Director of Furchasing put it, "the 
Engineering Department assured me that the new material would be adequate* 

1 had the new product plated for appearance," With the approval of the 
representative from the customer company, the Director of Purchasing made 
the decision to switch from aluminum to zinc as the material for the heat 
diffusing sleeves* 
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V * Selecting A Specific Type Of Product And A Supplier 

A Buyer, a Purchasing Agent , an Assistant Plant Manager (all three 
from the midwestern shock absorber plant), a Senior Buyer (from t ^e south- 
ern shock absorber plant), and a Buyer (from the division's Purchasing 
offices), all investigated approximately six different suppliers in order 
to determine if any could provide an adequate supply of zinc, heat diffus- 
ing sleeves and also whether or not the actual part would be satisfactory. 
The information gathered by these investigations was then given to the 
Purchasing Manager of the division. He, in turn, spoke to the Director of 
Purchasing, the Director of Manufacturing of the division, and also to the 
Operation Manager who is head of the southern shock absorber plant. It 
became the Operation Manager’s job to try out the different heat diffusing 
sleeves to determine which would be the best one. Working under him were 
the Manager of Quality Control who was in contact with the Quality Control 
people from the supplier and who had to insure the "dimensions, quality, 
and appearance of the part. It had to be exact to the drawings made for 
it. 11 The divisional Purchasing Manager, who made several trips out to 
the suppliers under consideration, was also in "continual telephone and 
letter communication with [the supplier finally chosen], working out tool- 
ing arrangements, transfer of tooling, delivery schedules, and securing 
approval for sample parts," Also in contact with this supplier finally 
chosen was the Director of Purchasing* 

In making the selection of the supplier, the Director of Purchasing 
utilized the information gathered by those mentioned above and then went 
on into the final stages of the decision. He spoke with people in the 
Division’s Engineering Department, with the Accountant Executive who han- 
dles the account with the customer company, with the Operations Manager 
of the southern plant, with the President of the division, and with a rep- 
resentative from the customer company. Since there were no objections 
made to the choice, the Director of Purchasing, with the agreement of 
the division Purchasing Manager, chose the supplier which had, in the 
latter’s words, the best "quality, price, capacity, ability, and delivery." 
The Finance Committee* approved the expenditure, A purchase order was 
signed July 5, 1966, and the first heat diffusing sleeves were delivered 
August 15, 1966. 



VI , Sources Of Information About Product And Suppliers 

Asked about the ways in which they got information about the product 



*Made up of two corporate controllers and the President of Division. 
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or about suppliers of it, those interviewed pave the following responses: 

The Director of Purchasing , Automotive Group, mentions the Division r s 
Engineering Department and the "sample parts made from new material" (i.e. 
the sample heat diffusing sleeves made of zinc) as his sources of informa- 
tion about the product* He considered his most valuable information to be 
that concerning "the supplier's ability to get the part plated and the 
economics of it," 

The Purchasing Manager of the Shock-Absorber Division mentioned his 
visits to the suppliers; his contacts with suppliers by letter and phone; 
and information provided him by a Buyer, a Purchasing Agent, and Assistant 
Plant Manager (all three from midwestern plant) and a Senior Buyer (from 
the shock absorber plant in the south), as his sources of information. Of 
these, he considered the Assistant Plant Manager to have been the most im- 
portant source. 

The Ope ration Manager (head of the southern shock absorber plant) 
said he received his information from the Director of Purchasing who told 
him about "price, tooling modifications, time required for such modifica- 
tions, and the improvement in quality [in the zinc sleeve]," He said he 
had "no other" source of information. 

The Manager of Quality Control (southern shcck absorber nlant) also 
said that his "only source" of information came from the Automotive Group 
Purchasing Offices, "They .went to the vendors and asked if they could 
make the sleeve out of some other material," he said. 

The Manager, Facilities and Equipment Control (Division) said that 
his source of information v;as "my own knowledge I have dealt with dies 
and tools all my life." 

All five men interviewed said, in answer to specific probes, that 
they did not get any information from people outside the company (other 
than suppliers) and that they did not see any relevant articles or adver- 
tisements in any publications. 



VII, Satisfaction Vith Purchase Decision 



All five persons interviewed at the purchaser company said that they 
had been "completely satisfied" with the decision at the time it was made. 
Three said, in essence, "It solved our problem," One remarked, "It v/as a 
definite savings. Everyone was satisfied," and another declared, "My mind 
was relieved; we could get out of the delivery problems we had experienced 
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All five respondents said they would favor making the same purchase 
again if given the chance. When asked why, four again referred to their 
belief that the problem was solved successfully. The fifth declared, 

"We finally have enough parts to use in our plants now. tWe have} fewer 
problems and are saving money." 



VIII. Persons Mentioned As Involved in Purchase 

Top Management: Corporate Controllers . (2) President , 

Division 3 

Purchasing: Director of Purchases, Automotive Group; 

Purchasing Manager, Division; Buyer, Division; 

Senior Buyer, Southern Plant; Purchasing Agent, 
midwestern Plant; Buyer, midwestern plant 6 

Manufacturing and Quality Control: Director of Manufacturing, 

Division; Operation Manager, southern plant; Assistant 
Plant Manager, midwestern plan^J other production and quality 
control persons* 3+ 

Engineering: Assistant Director of Engineering, Division; 

Product Engineer, Division; Resident Engineer from 
division at southern plant; ocher engineering personnel* 3+ 

Sales: Account Executive 1 

Other: Manager, Facilities and Equipment Control, 

Division; representative, customer company 2 

Total 18+ 



*0ther categories of people mentioned, whose numbers were unspecified, 
include: a) several other engineers in Engineering Department, Division; 
b) several persons in Engineering Laboratory, Division; c) inspectors 
at southern plant; d) production employees at southern plant. 
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I X * Pattern Of Corprr.un i cat 1 on s * Concerning Purchase** 




\ > 




^Persons starred were interviewed. 

*'$ince no organ i zat ional charts could be obtained, the organizational re- 
lationships shown may not be precisely correct. 
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X , Suppliers Perception of Purchase Decision 

The representative (Vice President^ from the supplier lists the 
corporate Director of Purchasing and the Purchasing Manager of the 
divisions as the personswith whom he had most contact. Asked who he 
thought took part in the decision to buy the zinc sleeve, he named 
only the corporate Director of Purchasing, He also named the 
Director of Purchasing as the one who decided to buy from his company. 
(Information from company people indicated that the Director of Pur- 
chasing did play a key role in these decisions. They also indicate that 
he consulted many others.) 

The supplier representative thought that the purchaser company had 
learned of his company when "they bought out a company that we were 
supplying. 11 Finally, he thought that the purchaser company bought from 
his company because price and "our record of quality and ability to 
perform," He commented also that "It was our recommendation to go to 
zinc. It was mutually agreed upon after discussion with (Purchaser) but 
I think we suggested or recommended it first." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



7. CASE STUDY: DECISION TO PURCHASE CONVEYOR CROSS-RODS 

MADE OF A NEW TYPE OF STEEL 



!• Purchaser 

The purchaser is an engineering plant of a larger company which has 
branches throughout the country* This plant operates as a "job shop" and 
makes primarily moving equipment (e*g*,coil conveyers for handling steel in 
a steel mill) and processing materials (e*g., machanizing a foundry*) Each 
plant of the larger corporation functions independently with respect to pur- 
chases* 



II. The Products Obtained 

The products purchased are round bars of a strong steel which come in 
nine different diameters and are used as a cross-rod or axle in apron conveyors 
being manufactured by the plant* The cross-rods maintain spacing and align- 
ment of double strands of chain. The rods are placed at certain widths, bolt 
the chains together, support and separate them, and keep them parallel. Be- 
fore the purchase the company used carbon steel and heat-treated it to harden 
the ends* However, heat-treating caused warping of the bars and excessive 
hardening, thus precluding further work until the bars were straightened* 



III. Deciding To Gef The Product 

The need for stres-proof bars had existed for many years because of the 
"extra" heating and straightening operation required with the carbon steel 
bars. The Plant Metallurgist discussed this problem with the General Super- 
intendentof Manufacturing in early 1965 (as the latter recalled the time.) 

The General Superintendent, Manufacturing, in turn discussed the problem v?ith 
the top executive of the plant, th e General Plant Manager* Both the Metal- 
lurgist and the General Plant Manager left the company shortly after these 
conversations, with the Metallurgist not being immediately replaced* 



^Interviewing for this study was conducted by the National Opinion Research 
Center, University of Chicago* Interviews were conducted with those persons 
who are starred in the cotmunicat ions diagram, below, and with a represen- 
tative of the supplier company* 
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The Purchasing Agent, who happens to have a background in metallurgy, 
knew of this problem. He regularly receives literature from the sales re- 
presentative of a particular supplier, who calls every few weeks. When, 
in October 1965, he saw in this literature an announcement of the new type 
of steel, he recognized this product as a possible replacement for carbon 
steel in the cross-rods. 

The Purchasing Agent, who feels that ,r this was pretty much my baby all 
the way,’ 1 initiated in November^ 1965 a series of discussions which even- 
tually included persons in Engineering. Manufacturing and Accounting, as 
well as the General Plant Manager. At a meeting whose participants included 
the Superintendent of Industrial Engineering, the Superintendent of the 
Machine Shop and the Purchasing Agent, the possible advantages and dis- 
advantages of the new steel were discussed. Engineering was concerned 
principally with the strength of the new steel as compared to the carbon 
steel, the Machine Shop with whether it would machine as well. It was also 
pointed out at this meeting that the Shop would have to "route it different- 
ly M --i*e ., adjust operations for only one step since the heat-treating pro- 
cedure would be eliminated by using the new steel. The Superintendent of 
the Machine Shop indicated that such a meeting was ,r a requirement; it*s a 
combined effort between engineers, shop, and purchasing." The Machine Shop 
did not have the right to say "no" to the idea, but were simply consulted 
for opinions. The actual decision was up to Engineering and Purchasing. 

Otbbr personnel who discussed the possible use of the new steel for 
cross-rods with the Purchasing Agent were a Divisional Products Engineer, 
an Industrial Engineer who directs time and motion study in the Machine 
Shop, and the Engineering Coordinator, Divisional Engineering. The latter 
also discussed the matter with the Superintendent of the Machine Shop and 
with the Superintendent of Industrial Engineering. (The Chief Engineer, 
Engineering, mentioned by one person as influential in the decision be- 
cause "he was looking for a product to do a better Job," also appears to 
have participated in these discussions, though he is not specifically men- 
tioned by respondents.) 

The Purchasing Agent also consulted with the Chief Inspector of the 
Machine Shop, who checks for "qulaity control" of products, and with the 
Supervisor of Standard Costs in the Accounting Department. The Supervisor 
of Standard Costs ascertained that the new steel would be cheaper and com- 
municated this to the purchasing Agent. The Chief of Inventory Control also 
discussed the matter with the Purchasing Agent, especially with regard to 
whether theplant should carry both the new and old types of steel. (The 
decision was to carry only the new type.) 

The top executive of the plant, the General Plant Manager, also dis- 
cussed the matter with the Purchasing Agent, after the latter had sent 
copies of the literature on the new steel to him, explaining its advan- 
tages of reducing costs and of eliminating heat-treating. In addition, the 
General Superintendent for Manufacturing discussed the possible use of the 
new steel with the Products Engineer and with the latter* s subordinate, 
the Design Engineer, who "made drawings" for the new use of the new material. 
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There appear to have been no substantial differences of opinion about 
the desirability of making the purchase. The Chief of Inventory Control 
does note an initial difference of opinion based on the question of pos- 
sible increase in cost and in inventory# Vhe question was resolved by de- 
termining that the actual cost increase of the new stronger steel would be 
offset by not having to heat-treat the new product, and by deciding to carry 
only the newer bars so that there would be no increases in inventory# 

Most respondents felt that the Purchasing Agent had the greatest in- 
fluence on the decision to get this product. This influence appeared to 
be based on his knowledge of the product. As the Divisional Products En- 
gineer put it, "He had a very good grasp of the problem and the costs in- 
volved*" However, while the Purchasing Agent agreed that he was the single 
most influential person "because I have a metallurgical background and they 
listen to me pretty well, 11 be also noted that the final decision was up to 
Purchasing and Engineering together# The Chief Engineer's influence was 
based on the fact that "he was looking for a product to do a better Job," 
the General Superintendent of Manufacturing said. The Superintendent of 
Industrial Engineering indicated that "No one had the final say so on it... 
All three decisions (Engineering, Purchasing, Manufacturing) were favorable." 

The favorable decision was based on the fact that, though the new 
better quality steel was more expensive, that increase was offset by elimi- 
nation the costs of heating and straightening the cross-rod bars. The sav- 
ings to the company was estimated at about $2,000 for the initial order. 
Moreover, production problems caused by the warpage of the previous bars 
were eliminated. 

Supplier . Only one supplier was considered for this purchase--i.e# , the 
one which had given its literature to the Purchasing Agent. The specific 
type of steel in question is produced only by this manufacturer, which has 
a patent on the product (which carries a trade name.) However, according 
to an informant at the supplier, other manufacturers "have tried to imitate" 
this product. 

In June, 1966 when the company had run out of a particular diameter 
(9/16 inch) cross-bar, the Purchasing Agent wrote to the Order Department 
requesting that thtee tons of the new type of bar be ordered in this dia- 
meter. In August, 1966, corss-rod bars of 7/8 inch diameter were changed 
to the new material. In October, 1966, 1 1/2 inch bars were changed# As 
stocks of other diameter bars are exhausted, these will also be changed to 
the new type of steel, 
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VIU • Sources Of Information About the Product and Suppliers : 

The Purchasing Agent got information about the product from litera- 
ture put out by the supplier > and he felt this literature supplied him with 
the information he needed to know that this was the product he was looking 
for. 

The Divisiona l Products Engineer was informed about the availability 
of the new steel by the Purchasing Agent, and he verified its hardness and 
machineability rating in what he termed his "Central Steel and Wire Book,"* 
which he thought his most valuable source of information. 

The Superintendent of Industrial Engineering was told by the Pur- 
chasing Agent about the general properties and machineability of the pro- 
duct, and also saw general information about it in a trade magazine (not 
specified.) He thought the Purchasing Agent was the most valuable source 
of information because "he has all the contacts." 

The Superintendent of the Machine Shop got cost and tooling information 
from the Purchasing Agent, whom he Judged his most valuable source of in- 
formation* He commented, "I never knew they did apply (this type of) steel 
to cross rods*" 

The Chief Shop Inspector said he got information through brochures and 
the salesman, He also mentioned having seen an advertisement in Steel ma- 
gazine--which showed "interesting products for probable use in our appli- 
cations*" 

The Supervisor of Standard Costs , Accounting Department, was consulted 
about the product by the Purchasing Agent and he saw information about it 
in periodicals sent out by the manufacturer* He thought this literature-- 
the same that the Purchasing Agent had orginially seen--to be the most 
valuable source of information for him* 

The Engineering Coordinator was informed about the materials and 
specifications of the product by the Purchasing Agent, whom he deemed his 
most valuable source of information since, he said, the Purchasing Agent 
had contacted metallurgists at various steel companies* 

The Chief of Inventory Control saw the same manufacturer's literature 
that the Purchasing Agent had obtained and also spoke with the supplier 
representative. 

The General Superintendent of Manufacturing picked up information 
through the Plant Metallurgist, and also saw an advertisment In Mill End 
Factory magazine which "mentioned the advantages of the product such as 
cost reduction, added strength, and durability." He judged the informa- 
tion from the Metallurgist to be most valuable to him. 

The Industrial Engineer got information from the Purchasing Agent, and 
had no other source. 
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Summary: dumber Of Persons (Of Ten Interviewed) Who Got Information From 



Following Sources : 

Others in company 8 
Persons outside company 1 
Saw material from supplier 4 
Used standard reference work 1 
Saw article or ad in magazine 3 



V • Summary Of Persons Mentioned As Involved In Purchase * 
Top (Plant) Management : General Plant Manager; 



former General Plant Manager 2 

Manufacturing ; General Superintendent; Super- 
intendent, Machine Shop; Chief Inspector, 
Machine Shop; Chief, Inventory Control 4 

Engineering ! Chief Engineer; Engineering Co- 
ordinator; Products Engineer; Design En- 
gineer 4 

Industrial E ngineering : Superintendent; In- 
dustrial Engineer 2 

Accounting : Supervisor, Standard Costs 1 

Purchasing : Purchasing Agent 1 

Technical Specialist : Metallurgist 1 

Total 15 



VI* Satisfaction With Purchase Decision 

Respondents were unanimous in saying they had been “completely sa- 
tisfied" with the purchase decision at the time it was made and that they 
would make the same decision again if the decision were to be made over a- 
gain. Reasons given included the fact that the new steel fulfilled the 
metallurgical requirements for eliminating heating and straightening of the 
bars, that there was a cost savings involved, and that the purchase simli- 
fied storage by reducing the needed inventory. The process of decision- 
making itself was also alluded to by one respondent who said, “Because we 
mutually investigated it to our sat isfact ion," 



*Also, unspecified number of metallurgists at several steel companies 
(consulted by Purchasing Agent, according to Engineering coordinator,) 
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VII, O verall Pattern Of Communications* Concerning Purchase ** 




^Persons starred were Interviewed about the purchase. 

**Sin.ce no organisational chart was available for this plant, organiza- 
tional relationships shown may not be precisely correct. 
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VIII# Supplier's Perception Of Purchase Decision 

At the supplin company, the sales representative, who was the person 
most involved in this purchase, could not be reached for interviewing# In- 
stead, the Sales Coi respondent who processed and expedited the order was 
interviewed. This ctan said that he had had contact with the Purchasing 
Agent at the supplier company concerning this purcnase> 

Asked who he thought took part in the decision to buy the product, the 
Sales Correspondent named the Purchasing Agent, adding, M I would assume 
that he consulted their metallurgist # :| He thought that the purchaser com- 
pany knew about the supplier's products through their sales representative. 
,T They have been doing business with us for a number of years. Our salesman 
calls on them every 1 three weeks# He passes out literature and gives a pre- 
sentation of our products— in other words, a 'sales pitch. '" 

Asked who he thought decided to buy the proauct from his company, 
rather from another supplier, the supplier man again named the Purchasing 
Agent and added, "Wo have a patent on t.his product." He noted, though, 
that "other companies have tried to imitate our product." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



8. CASE STUDY: DECISION TO PURCHASE A COOLANT FOR CUTTING TOOLS 



t 



I. The Purchaser 

The purchaser is one of four divisions of a large Midwestern corporation. 
The division manufactures a variety of types of presses, including commercial 
offset, letterpress, letterset, gravure, and flexographic types, as well as 
carton-making equipment. Purchasing is handled by the division itself, ex- 
cept for purchases over y50,000 (capital expenditures) which must be approved 
at a corporate level. The Purchasing Department for the division employs a 
total of thirteen persons, 

II, The Product Obtained 

The product purchased is a water soluble liquid with a 107, oil base. It 
is used as a cooling agent to extend the life of cutting tools in machines 
manufacturing printing presses and carcon equipment and to maintain the cor- 
rect size of particular tools (i.e., decreasing the amount of expansion). 

It is also used to accelerate the grinding and cutting of metals. Before this 
product was purchased, another move expensive cooling agent was used, 

A 55 gallon drum of this product was initially purchased for testing in 
the Machine Shop and a final decision concerning whetaer or not the company 
will convert to using this coolant on a permanent basis has yet to be made. 

If the conversion is made, the company estimates it would use approximately 
10 drums per month. 



Ill# How Need for Getting Product Came Up 

In January, 1966, a Sales Engineer from a supplier contacted the Super- 
intendent of the Machine Shop, He claimed that his cooling agent was superior 
to others in use and wished to supply some for the company. His offer was not 
taken. Then in September, 1966, he contacted a Buyer in Purchasing and wanted 
to arrange for a test of his product, comparing it with the one in use by the 
company. The Buyer mentioned this to the General Foreman of the Machine Shop 
who in turn talked to the Turret Lathe Supervisor, also in the Machine Shop. 
Having found some interest in the new product, the Buyer from Purchasing and 
the Sales Engineer from the supplier together visited the Machine Shop in about 
October > 1966, to tell people there more about the coolant and to discuss 
further the possibility of a test. 

Summary; Persons Involved In Discussion of Need 



o 



Purchasing 

Production 



Total 



ERIC 



* Interviewing was conducted by the National Opinion Research Center. Inter- 
views were conducted in January 1967 with the persons starred on the coromuni* 
ations diagram, below. 
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I V . Dec iding to Get a Product in this C at^ftory 

The Buyer ftom Purchasing talked with the Tool Application Engineer, the 
Superintendent, the General Foreman, and the Turret Lathe Supervisor, all of 
the Machine Shop, about whether 01 not to purchase a small amount of the cool- 
ing agent for testing The Turret Lathe Foi'eman, the Lathe Supervisor, the 
Gear Foreman, and the Milling Foreman were all consulted and asked abo,:t having 
the product put in one of the machine; in each of their respective areas of 
the Machine Shop. Abcut twelve to fifteen operators were also consulted about 
putting the product into their machines because $as the General Foreraan put it, 
"In making a test like this, we have to sell the machinist on the idea of mak- 
ing the change. He has to be shown that it's as advantageous to him as it 
Is to the company." 

However, the Tool Application Engineer and the General Foreman, both of 
the Machine Shop, stated that there were come differences of opinion about 
the desirability of testing a new cooling agent. The Tool Application En- 
gineer indicated that health hazards and machine rusting which might result 
from using the new coolant ware raised as objections. TL se objections were 
answered by getting further facts and a warranty from the manufacturer. 

There were also objections raised by som*,) foremen who felt that their cur- 
rent cooling agent was a good product. There was, further, the feeling by 
some that the factory line supervisors would have extra work running the test, 
and that if the new product did not prove useful there would be the loss of 
the production hours spent in making the test. 

Although these various objections were raised, general opinion after 
discussion within the Machine Shop was for making the tests of the new coolant. 
The most important reason behind the decision to test the new cooling agent 
was the fact that the cost per gallon was less than the cost of their current 
product. It was also thought that the new product would be nove effective. 

With regard to the possibility of greater effectiveness, the Superintendent 
of the Machine Shop commented, "We are always open for new innovations and 
new products that will help our operations." The Superintendent of the Machine 
Shop, with the advice of the General Foreman (also of the Machine Shop), 
made the actual decision to test the new cooling agent .The Buyer in Purchas- 
ing agreed to make the necessary purchase. At the Buyer* s recommendation, 
the Director of Purchasing signed the purchase order on November 1, 1966, 
and the first shipment of the new cooling agent was received the same month. 

It should be noted that the final decision concerning whether or not the 
company will continue to use this product on a permanent basis has yet to be 
made. However, the cooling agent did achieve very fcvorable results in most 
of the tests conducted. Specifically, it increased the life of the cutting 
tools, and it is less expensive to purchase than the old cooling solution. 

The Superintendent and the General Foreman (both ot the Machine Shop) felt 
strongly that the company would continue to use the new coolant. In fact, 
the Lathe Foreman, who had kept a weekly record on the use of the new coolant, 
was so impressed with the produces performance that he spoke to "he Buyer 
in Purchasing and placed an order for several additional drums. 
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An exception to the generally favorable test results occurred with re- 
spect to the automatic turret lathe machines. For these machines, three op- 
erators found the new coolant became contaminated with other substances and 
also had an odor. Because of these machine operator complaints, which were 
considered M just if table" by the General Foreman, the coolant is being used 
on all machines except the automatic turret lathe machines. 

Others involved in evaluating the coolant's performance were the Turret 
Lathe Supervisor of the Machine Shop, who supervised the tesi: ^ith the machine 
tools on a daily basis • two supervisors also of the Machine Shop (and not pre- 
viously mentioned in this report), who were consulted by the Lathe Foreman ; 
and finally the approximately fourteen machine operators who were asked their 
opinions of the cool.ant-'s performance. Also involved in discussing the possible 
switch to a new coolant were a Gear Foreman, Machine Shop (consulted by the 
Tool Application Engineer), and another General Foreman, Machine Shop (who 
has not been previously mentioned in this report and who was consulted by 
the 'Superintendent of the Machine Shop). 

Summary; Persons Involved in Decision t o Get Product 



Purchasing 2 
Production, Supervisory 11 
Production, Non- Supervisory 14 

Total 27 



V. Choice of Supplie r 

Suppliers Considered 

A number of different suppliers make coolants of the type purchased. 
However, only one supplier was considered--!. e. > the supplier who had con- 
tacted the company about its product. 

Contacts with Successful Supplier s 

The Buyer and the Lathe Foreman were the two closest contacts for the 
Sales Engineer from the supplier, according to his own report. The supplier 
representative indicates that he spent about an equal amount of time with 
each. The supplier representative also had early contact with the Superin- 
tendent of the Machine Shop. 

V I . Sources of Information about Product 

Asked about ways in which they obtained information about coolants or 
about suppliers of this kind of product, the people involved in this pur- 
chase indicated very limited outside sources of information. The Buyer, 
Purchasing Department, mentioned getting information only from the one sup- 
plier who contacted him and who explained in detail the advantages of using 
his product* The Superintendent of the Machine Shop had also been contacted 
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earlier by this supplier. Others in the Machine Shop (the General Foreman, 
the Lathe Foreman, the Tool Application Engineer, the Turret La^he Foreman), 
as well as the Director of Purchasing all learned about this new coolant from 
the Buyer. Several Machine Shop supervisors (the Turret Lathe Supervisor, 
the General Foreman, and the Lathe Foreman) felt that their most valuable 
source of information was the actual results of testing the new product. 

Neither those in Purchasing nor those in production appeared to have obtained 
information about other coolants or other suppliers of coolants. 

VII. Satisfaction with the Purchase Decision 

Asked about their satisfaction with the decision at the time it was made, 
one man (in the Machine Shop) said that he had been l, not too satisfied" 
while three said they had been "fairly satisfied 1 ’ ard two were "completely 
satisfied." The man who was not too satisfied with the decision felt that 
the product which the company was currently using was satisfactory. Of 
those who were only fairly satisfied with the decision, one stated that be- 
cause the new coolant works only on certain machines, it is not completely 
acceptable to him. The other tvo felt that since the new product was being 
tested on a trial basis, they could only be completely satisfied with it 
when the tests were finished. Finally, the thvee who stated they were com- 
pletely satisfied cited the way in which the test was set up (i*e,., how the 
men who are using the coolant were persuaded to try it), and one ol the specific 
features of the coolant (i.e., that chips no longer stick to the machines the 
coolant is used in) to indicate why they felt this way. 

Asked whether "if this decision could be made over again now" they would 
be in favor of making the same purchase, only the Machine Shop man, originally 
not too satisfied with the decision, indicated reservations about this, 
saying he was not sure. He said this was because the product was sti 11 being 
tested. All others answering this question indicated that they would be in 
favor of making the same purchase again. Reasons given include the perfor- 
mance of the product in the tests, the lower cost of the new coolant, its 
effect in producing longer tool life, and its aid in keeping the machines 
cleaner. Other reasons given include the desirability of "keeping abreast 
of new improvements in tooling coolants" and ''remain! ng open for trying new 
products." 

O verall Summary, of Persons Involved in Any Phase of Purchase 



Production, Supervisory 




11 


Production, Non- Supervisory 




14 


Purchasing 




2 




Total 


27 



VIII. Supplier 1 s Percept ion of Purchase Decision 

Who Took Part In the Decision to Buy Product in this Category 
Asked who lie thought it was who took part in the decision to buy the new 
coolant, the supplier's representative (sales Engineer) mentioned the Turret 
l*the Supervisor, the Lathe Foreman, and the General Foreman (all of the 
^ chine Shop) and the Buyer in Purchasing as those involved in deciding to 
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test the cooling agent. These people were all principals in making the de- 
cision, although many other people were also involved. 

Reasons for Decision to Buy From Particular Supplier 

The Sales Engineer from the supplier lists better grinding, better clean 
ing, better rust protection and a lower purchase price as the reasons why the 
purchaser company decided to test his product. His perception corresponds 
generally to information given by those at the company. 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



9. CASE STUDY: DECISION TO PURCHASE RUBBER COMPONENT FOR MACHINE PRODUCED 



I« Purchaser 

The purchaser is one of four divisions of a large midwestern cor- 
poration, This division manufactures a variety of types of printing 
presses as well as carton-making equipment. Purchasing is handled by 
the division itself, except for purchases over §50,000 (capital expen- 
ditures) which must be approved at a corporate level. The Purchasing 
Department for the division employs a total of 13 persons. 



II. The Product Obtained 

The product purchased is a tire that fits into the grooves on a 
"barb drum" in a cutting and creasing machine previously produced by the 
company. The tires are now furnished to customers as "repair items." 
About twelve such tires are used on each machine. As cardboard passes 
through the cutter and creaser, the drum turns around, stripping off 
the excess material. The tire Itself is a means of supporting the card- 
board during its passage through the machine. The new larb drum tires 
are made of a synthetic rubber, neoprene, which has a hole in it through 
which a cable passes and is cemented in the hole. Immediately prior to 
this purchase the tires purchased were made of polyurethane. Prior to 
that the tirespurchased were made of neoprene--i. e. the same material 
now purchased. However, previously the neoprene had been molded around 
the cable rather than being made with a hole for the cable. 



interviewing for this study was conducted by the Nation Opinion Re- 
search Center, University of Chicago. Persons interviewed for this 
case were: in the Engineering Department, the Chief Engineer and a 

Project Leader; in the Manufacturing Department, the Nanufacturing 
Engineer and the Methods Clerk; and in the Purchasing Department, the 
Purchasing Director and the / .sistani Purchasing Director. 
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III, How Need For Getting Product Came Up 

Problems with the barb drum tires dated back at least to early 
1964, At that time, as the Chief Engineer, Engineering Department ex- 
plained, the company had been using a synthetic rubber (neoprene) tire 
which was molded around a wire cable which goes through the center of the 
tire. However, the tire being purchased was costly and the quality was 
poor--i.e., the wire cable would not stay in position and often there 
would be air bubbles in the neoprene. These was also a serious difficulty 
with respect to delivery--the supplier often could not supply the tires 
when the purchaser needed them. Of the original delivery problem, the 
Assistant Purchasing Agent said, 11 It was strictly a time element that 
urged us to pursue other methods of manufactures/' The Assistant Pur- 
chasing Agent discussed the problem with the Purchasing Director, Along 
with a Project Leader (a Mechanical Engineer) from the Engineering De- 
partment, the Assistant Purchasing Agent also discussed the delivery 
problems with the Chief Engineer* 

In mid- 1964, the company switched to the use of polyurethane for 
the barb-drum tires, the switch in materials being accompanied by a 
switch in suppliers. However, polyurethane was also characterized by 
quality problems* This tire, said the Chief Engineer, "could not hold 
its size" and the air bubbles couldn't be removed. The Chief Engineer 
said also that the Manager of the Large Press Service Department "in- 
formed me of the prematute wear of the polyurethane tires." 



IV* Deciding Tc Change Materials 

The Chief Engineer who, as he said, is "responsible for the selection 
of materials," proposed the possibility of changing from polyurethane to 
extruded neoprene-- i,e, neoprene with a hole into which the necessary 
cable could be cemented. To evaluate the feasibility of this approach, 
tests were made by the foreman of the Heat Treating Department. The pur- 
pose of the tests was to see if a hole could be extruded in the neoprene 
and a cable cemented in it. 

The Methods Clerk, Manufacturing Engineering Department, and the 
Manufacturing Engineer, his superior, were responsible for evaluating 
the results of the tests. The Methods Clerk described his role as follows 
"I had to follow the thing through and decide whether it was feasible to 
manufacture it and see that it performed the Job it was designed for; 
also whether it was economical." The Manufacturing Engineer clarified the 
testing process, explaining, "we reviewed it a3 to whether we could insert 
the cable into the rubber, whether it was practical. It was our respon- 
sibility to establish the time required to perform the operation. That's 
our basic function-- to provide. , .methods of manu r acturing and tooling and 
also establish tire standards for our incentive cystera.,.we determine how 
this new material is going to be processed in our plant, whether we have 
the facilities to handle it, and whether it's cheaper to make or buy." 
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Both the Manufacturing Engineer and the Methods Clerk discussed the 
tests with the Chief Engineer, with the Assistant Purchasing Agent, and 
with the Foreman of the Heat Treating Department, in whose department 
the tests were made. The Methods Clerk stated that the cement for fixing 
the cable in the neoprene was toxic and also that it had a tendency to 
shrink as the neoprene cured. But, he added, ,r after talking it Dver we 
decided that it was not harmful, tfe resolved the possibility of shrink- 
age just by trying it out.' 1 

A number of persons were influential in the decision to switch from 
polyurethane to extruded rubber. The Chief Engineer noted his own in- 
fluence in the process, saying "It was a technical decision." The. Pur- 
chasing Director also pointed to the Chief Engineers influence saying, 
"Engineering has to approve of all designs and products used." However 
the Manufacturing Engineer noted that although the Chief Engineer had 
to accept the design and material "if ve [Manufacturing Engineering De- 
partment] didn't have the facilities or abilities, there could have been 
no decision for (the Chief Engineer) to make." 

The Manufacturing Engineer thought that the decision "was a Joint 
affair--rae and (Methods Clerk) and (Chief Engineer.)" Several persons also 
mentioned the Assistant Purchasing Agent as influential. He himself noted, 
"I'm responsible to obtain the product." The Project Leader, Engineering 
Department, also mentioned the Assistant Purchasing Director as influ- 
ential in the decision "because he couldn't buy it as it was designed 
evidently referring to the original problem of obtaining the molded neo- 
prene tires. Appro\al for the purchase was also obtained from the Pro- 
duct Control Supervisor, Manufacturing Department, although the Purchasing 
Director indicates that his approval was largely a formality. 
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V • Selecting A Supplier 

Once it was decided to change the material and design of the barb 
drum tires from polyurethane to extruded neoprene, three suppliers were 
considered. The one finally chosen was selected because, as the As- 
sistant Purchasing Agent expressed it, "Their quotation indicated they 
could furnish the product desired to meet our engineering and delivery re- 
quirements at the most economical price. This company met all three re- 
quirements--time, quality, and price." 



In selecting this supplier, the Assistant Purchasing Agent spoke to 
the Chief Engineer, who had previously determined the specific type of 
barb drum tire needed by the company, and also to the Director of Pur- 
chasing. Most respondents interviewed felt that it was a combination of 
the Assistant Purchasing Agent and the Ch*af Engineer who had had the 
most influence on selecting the specific supplier. It was the Assistnat 
Purchasing Agent who made all the contacts with the supplier's represen- 
tative, although the Methods Clerk, Manufacturing Department, did speak 
to the supplier representative once about whether his company could actually 
make the specific barb drum tire needed. A purchase order for the tires 
for the supplier selected was signed ir March, 1966, subject to approval 
on the submission of samples. 
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V I • Sources Of Information 



The Chief Engineer said that suppliers were identified for him by 
the Purchasing Department but that his decision to switch to extruded 
neoprene was based on his own knowledge that the successful supplier man- 
ufactures neoprene parts. “For this particular decision, we relied on 
(Assistant Purchasing Agent) but generally we read a lot of traue journals 
and reference material/' he said. He mentioned specifically Materials 
Engineering ,* a “specialty in Engineering.” Asked what source of infor- 
mation was most valuable to him, the Chiei Engineer named the Assistant 
Purchasing Director, saying “He had the time to find the sources of 
supplies for us." 

The Assistant Purchasing Director said that several rubber extruders 
were consulted to “research their capabilities" and to get quotations. 

He mentioned the salesman from the successful supplier as providing him 
with the information that “they could product the tire to meet our re- 
quirements, providing we could accept their standard manufacturing toler- 
ances." He also received by mail what he termed an "unsatisfactory 
quotation" from another supplier and got information from the Chief 
Engineer who, he said, suggested possible acceptable design changes. He 
felt that his most valuable source of information was the successful 
bidder. “They were the only ones who came forth with engineering assis- 
tance," he said. 

Other persons involved in the purchase had little in the way of 
additional sources of information about the product or suppliers. The 
Purchasing Director mentioned the Assistant Purchasing Director, "work- 
ing with the Chief Engineer," as his source oi information, saying the 
information from Engineering was most valuable because "we have to have 
their idea of what can be used." 

The Project Le ader . Engineering, said he “got all this through (the 
Chief Engineer) .. .He did a thorough investigation and submitted his find- 
ings to me," Both the Manufacturing Engineer and the Methods Clerk in- 
dicated that they had relied on the Purchasing Department for information 
about the product and suppliers. The Methods Clerk indicated, however, 
that he had obtained information from the supplier when they "came in" 
saying, "we had to discuss what limits they could hold in extruding the 
shape." 



*Kc spc>ndent probably was referring to Materials Handling Engineering . 
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VII. Satisfaction With Purchase Decision 

Of the six respondents interviewed, four said they had been "com- 
pletely satisfied," one "fairly satisfied" and anotner "not too satis- 
fied" with the purchase decision at the time the decision was made. 

Reasons given by those who were completely satisfied include" dissatis- 
faction with the previously used polyurethane, the lower price ODtained 
for new type of barb drum tire, and the ability of the new supplier to 
provide tires when needed. The Director of Purchasing commented in ex- 
plaining hxs complete satisfaction, M I have great faith in the Chief En- 
gineers analysis approach and decision." 

The two people who were most involved with the decision were some- 
what less satisfied with it at the time the decision was made. The As- 
sistant Purchasing Agent said he had been only fairly satisfied because 
as he stated, "any new product must be field-tested to prove its merit. 

At this point it is not as yet field-tested to my knowledge*" The Chief 
Engineer said he had been "not too satisfied," and he expressed uncer- 
tainty about the structural change in the tire. He felt that the cemented 
cable Joint might not hold. 

However, all respondents indicated that if this decision could be 
made over again, they would be in favor of making the same purchase. 
Explaining his ansvar on this point, the Assistant Purchasing Agent said, 
"The delivery prospects and price advantages are tremendous." The Chief 



Engineer noted, "We know of no alternatives at this time." 

Summary Of Persons Mentioned As Involved In Purchase 
Purchas ing i Director of Purchasing; Assistant 

Purchasing Agent 2 

Production : Manufacturing Engineer; Product 
Control Supervisor; Methods Clerk; Fore- 
man, Heat-Treating Department 4 

Engineering : Chief Engineer; Project Leader 2 



Service: Manager, Large Press Service Department ,-JL 

Total 9 
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VIII. Ovarall Pattern Qj: Communication Concerning Purchase 

I : 



4 , 







O 
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IX . Supplier 1 s Perception Of Purchase Decision 

The salesman from the supplier company said that he visits the pur- 
chaser company about once a month "because we supply other rubber parts 
for the printing press* " However, he said that he was contacted by the 
purchaser about this particular product. 

He said that he had most contact with the Assistant Purchasing Agent 
about the purchase. He thoughtthat it was the Assistant Purchasing Agent 
and the Purchasing Director who took part in the decision to buy the pro- 
duct at this time; he did not mention persons in other departments who 
were involved in the decision. 

Asked who it was at the purchaser company who decided to buy the 
product from this supplier, he said "£ don't know. Possibly (the As- 
sistant Purchasing Agent), possibly the Purchasing Director and possibly 
the engineers." He attributed the choice of his supplier cpmpany to 
"price, quality, and delivery ... since we've done business (with the pur- 
chaser] with extrusions, this was the reason we were contacted." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



10, CASE STUDY: DECISION TO PURCHASE HYDROCHLORIC ACID FOR 

PROCESSING STEEL 



I. The Purchaser 

The purchaser is a steel company, which produces steel in a variety of 
forms (sheet, strip, and bar) as well as a number of steel products. It had 
plants in a number of cities throughout the country. The purchase being studied 
here was made for a steel-making works located in t*.e same midvestern metro- 
politan area where corporate headquarters are found. 

The corporation has a number of dlvis ions, some of which cover several 
plants and each has its own. purchasing office. The division purchasing offices 
have a loose coordination through a committee which meets several times a year 
to exchange information about purchases and suppliers. The plant for which the 
purchase studied was made has a purchasing office on its premises. 

II* The Purchase Decision 

The decision made was to purchase hydrochloric acid, a liquid chemical 
agent, for use in removing "scale", or iron oxide from hot roll strip steel. 

It is referred to by steel men as a "pickling agent." Prior to the use of 
hydrochloric acid, this work was done with sulphuric acid. 

III. How Need Came Up 

Another steel company had used hydrochloric acid for this purpose in 
vhat was described by one respondent as "the first commercial experiment The 
Assistant Superintendent of No. 3 Cold Strip Mill said that he "heard that the 
(other) steel company had used it. Then (the Superintendent, No. 3 Cold Strip 
Mill) and I asked the (supplier) people to come in and explain it to us;" he 
recalled this as occurring in September 1964. The Purchasing Department evi- 
dently had the matter brought to its attention by those in the Cold Strip 
Mill operation. The Assistant Purchasing Agent said that the possibility of 
switching to hydrochloric acid was brought to his attention by the former 
Manager of the Cold Strip Mills, who is the superior of the superintendents 
of several separate mills. 

IV. Deciding to Get Product 

There were some question, and differences of opinion which arose con- 
cerning the possible use of hydrochloric acid as a substitute for sulphuric 
acid in the cold strip mill operation. There were questions about "whether 
we would get as good a Job from this and also its safety," the Assistant 
Superintendent of the Metallurgical Department said. Also, "the cost was a 
question; at that time hydrochloric was more expensive than sulphuric," 
the Assistant Superintendent, No. 3 Cold Strip Mill, said. 



★Interviewing was conducted by the National Opinion Research Center. Inter- 
views were conducted in Hay and June 1967 with the Assistant Superintendent 
of No. 3, Cold Strip Mill; with the Assistant Superintendent, Metallurgical 
Department; and with the Ars* etant Purchasing Agent. (Titles used are those 
at time of the purchase decision.) The supplier representative declined to be 
interviewed. 
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1 The Superintendent of the Chemical Department investigated to see if 

the company equipment could use hydrochloric acid and evidently found that it 
could. A staff chemist. Chemical Department, aided in this work, analyzing 
material samples. 

The Assistant Superintendent of the No. 3 Cold Strip Mill said that 
he "recommended (the) trial" of the hydrochloric acid. He had discussed the 
matter with the Superintendent of No. 3 Cold Strip Mill. "There actually 
wasn't a need as such," he said, "but we wanted to try it because we felt it 
could do a better job more economically." On October 28, 1964, the Assistant 
Superintendent, No. 3 Cold Strip Mill, issued a requisition for a purchase of 
348,000 gallons of hydrochloric acid from Supplier A in order to test it as 
a substitute for sulphuric acid. (This volume of acid is not considered 
large relative to consumption. ) The Superintendent of No. 3 Cold Strip Mill 
approved this requisition. An informant * in Purchasing noted that "Inasmuch 
as sulphuric acid is an inventory item, (the requisition) did not require the 
number of approvals normally required for this investment" (about $90,000). 
This requisition was sent to Purchasing. 

The role of the Purchasing Department was that the Manager of Pur- 
chasing and the Assistant Purchasing Agent, in the latter's words "developed 
a contract arrangement with the supplier after we'd met and discussed the 
purchase." He noted that they had "a spirited discussion with the supplier 
concerning the contract." The Assistant Purchasing Agent said also that he 
bed discussed the purchase with the Superintendent of No. 3 Cold Strip Mill, 
v with the Manager of the Cold Strip Mills, with the Superintendent of the 

Chemical Department, with the Assistant Superintendent of the Metallurgical 
Department and with "a minimum of twenty- five (others) whose names I can't 
(recall)." A purchase order for the hydrochloric acid was issued by the 
Assistant Purchasing Agent on November 3, 1964. 

Trial Run . After the first purchase was made, the Assistant Superin- 
tendent of No. 3 Cold Strip Mill said, "we went on a month trial run to find 
out just what it would cost and we found that the increased productivity and 
better product made up for the 3light difference in cost. " About twenty-five 
men in the No. 3 Cold Strip Mill were involved in some stage of this assess- 
ment, in the estimate of the Assistant Purchasing Agent. 

The Assistant Superintendent of the Metallurgical Department also 
entered the picture in January 1965 (according to his recollection), after 
the purchase had been made, in order to evaluate the performance of the hydro- 
chloric acid, and, in the words of the Assistant Superintendent No. 3 Cold 
Strip Mill, "tc be sure the steel wouldn't be harmed during the trial." 

"We were asked if we would try it and knew it was being used by other steel 
companies," the Assistant Superintendent, Metallurgical, said. "Wc evaluated 
it and found it to be all right." He noted that he had discussed with the 
Superintendent of No. 3 Cold Strip Mill and with the Manager of Cold Strip 
Mills the use of hydrochloric acid in other steel plants. He said too that 
his superior, the Manager of Quality Control, also was involved in the evalu- 
^ ation of the results obtained with use of the new acid. 

»- 

Persons from several other departments were also involved in evalua- 
i of the switch from sulphuric to hydrochloric acid. A representative from 
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Accounting prepared cost figures on the test of the new acid. Five men from 
the Engineering Department (a Senior Engineer and four other Engineers; pre- 
pared necessary engineering information. The Superintendent of the Industrial 
Engineering Department provided to the Superintendent of the No. 3 Cold Strip 
Kill data prepared by his department concerning productivity using hydro- 
chloric versus productivity using sulphuric acid. That a large number of per- 
sons were involved in the problem at one time or another is further suggested 
by the comment by the Assistant Superintendent , No. 3 Cold Strip Mill, that in 
addition to a number of specific persons he named, M I would say another twenty- 
five men from various departments whose names I can't even recall (were in- 
volved). ,r 

Influence on Decision . Of all those involved, the greatest influence 
on the decision to make the change to hydrochloric acid was, in the Judgment 
of the Assistant Purchasing Agent, exerted by those in the Cold Strip Mills. 

He named three persons--the Superintendent and Assistant Superintendent of 
No. 3 Cold Strip Mill and the Superintendent of No. 2 Cold Strip Mill as 
most influential on '.he decision to switch "because they know the operating 
procedure and had to use this product/ 1 The Assistant Superintendent, No. 3 
Cold Strip Mill, named his superior, the Superintendent of No. 3 Milicas most 
influential in this decision "because he's the department head and he wanted 
it." The Assistant Superintendent of the Metallurgical Department emphasized 
the role of the Manager of Purchasing, naming him as most influential "because 
of the dollar savings that could be made." 

Reasons for Decision . As for the basic reasons behind the decision, 
the Assistant Superintendent, No. 3 Cold Strip Mill, and the Assistant Pur- 
chasing Agent both emphasized the speed of the new process as most important. 
The reason for the decision, the former said, was "to try to increase pro- 
duction/ 1 The latter named "faster production" as the number one reason, but 
also noted the "lower cost in comparison to the sulphuric method." The 
Asst tant Superintendent, Metallurgical, (who was less involved in the bf.sic 
decision to switch) saw "the fact that it gave us a cleaner strip" a6 the 
most Important reason for the decision; he also noted the lower price and 
the increased productivity. 

Hydrochloric acid is now being used as a regular "pickling agent" in 
several company plants. Additional studies were made following the original 
one, using various acid inhibitors in conjunction with hydrochloric acid. 

Commenting on the purchase decision, the Assistant Purchasing Agent 
said, "I think it's an example of a group working together to effect production 
economically and to produce a better product/ 1 

V. Choosing a Supplier 

Five suppliers of the acid, among them some of the nation's leading 
chemical manufacturers, were considered. The Assistant Purchasing Agent, who 
said he had the greatest influence in choosing the supplier, discussed the 
choice of the specific product and supplier with the Superintendent of No. 3 
^ Cold Strip Mill, with the Superintendent of the Chemical Department and with 
his own superior, the Manager of Purchasing. There were some differences of 

O 
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opinion, he said, about the particular grade of hydrochloric acid to purchase. 
Some people, he said "felt that the best grade of hydrochloric acid should be 
used... while others thought not,” These differences were resolved, he said, 
through meetings and by the formulation of a specification for the product. 

The meetings in question were attended by the Superintendent of No, 3 Cold Strip 
Mill, the Superintendent of the Chemical Department and the Assistant Pur- 
chasing Agent. 

In the course of the deliberations concerning the purchase, the Assis- 
tant Purchasing Agent talked with the President of the successful supplier 
(a smaller company than other suppliers considered) and with a supplier sales 
representative,. Initial meetings were devoted to a sales presentation by 
this supplier. Later discussions concerned technical information and the 
contract negotiations, 

The successful supplier was chosen, the Assistant Purchasing Agent 
said, "because he had the know-how while the others just manufactured the acid— 
the working know-how,” 

The Assistant Superintendent of No. 3 Cold Strip Mill added that when 
the switch from sulphuric to hydrochloric acid was first considered, "really 
there was no choice at that time because (the successful supplier) had the 
inhibitor that made it necessary for u9 to buy from them." The Assistant 
Superintendent, No. 3 Mill, said that he talked with the sales representative 
| and with, the Vice-President of the supplier company. tl They gave us informa- 
tion on how to use hydrochloric and supervised two weeks of its trial," he 
said. 

VI. Sources of Information 

Asked about the ways in which he got information about the product or 
about suppliers of this product, the Assistant Superintendent, No, 3 Cold Strip 
Mill , said he had obtained information from the other steel company which 
had used this process before and "then we called (successful supplier) for 
further informat ion. on processing and how it h dped their costs--Just 
general information on processing, co3t, and yield." He said he had not 
seen any relevant materials in any publication. He felt that the information 
from the supplier was most valuable to him "because they had had the experience 
with it and had the inhibitor," 



The Assistant Superintendent, Metallurgical Department , said that he 
had obteined relevant information "from general conversation with other steel 
producers and trade maga 2 Lnes. tte heard about its being used in the manu- 
facturing of steel." (He caid he could not recall any specific publications 
noting only "I read dozens of them.") He said also that he had obtained 
information from the Superintendent of No. 3 Cold Strip Mill and from the 
Manager of Cold Strip Mills about the use of hydrochloric acid in other steel 
plants, Of the various sources of information, he felt that the information 
from the other steel producers was moct valuable to him. "They were already 
using it," he noted. 

© 




85 



The As sistant Purchasing Agent said that he had obtained information 
"mainly by calling them (the suppliers) in and being honest with them about 
ou r needs and the potential of hydrochloric acid. Most of the sulph me;- pro- 
ducers also produce hydrochloric . n From the supplier* he said, he got infor- 
mation about the Availability of the product and about prices. He felt that 
the information from suppliers was most valuable to him "because of their 
availability of technical data and background." The Assistant Purchasing 
Agent said that he did not get information from persons outside the company 
(other than from suppliers) or from any publication. 

VII. Satisfaction with Purchase Decision 

The three men interviewed all said they had been satisfied with the 
purchase decision at the time it was made. The Assistant Purchasing Agent 
said he was satisfied because "our tests showed that we could produce the strip 
more economically. 11 The Assistant Superintendent, Metallurgical, said 
"I knew it worked out all right for other companies so I was sure it would 
work out for us." 



All three men said that, if the decision could be made over again, they 
would be in favor of making the same choice. The Assistant Superintendent, 

No. 3 Cold Strip Mill, said "it has worked out very well and since the original 
purchase (hydrochloric acid) has dropped in price considerably and it has in- 
creased our production, which is what I'm mainly interested in." (It may be 
noted that since this purchase decision, sulphuric acid has risen considerably 
in price while the price of hydrochloric acid has dropped sharply.) 



VIII. Summary of Persons Mentioned as Involved in Purchase 

Production ; Former Manager, Cold Strip Mills (retired); 

Manager, Cold Strip Mills; Superintendent, No. 3 
Cold Strip Mill; Assistant Superintendent, No. 3 
Cold Strip Mill; 25 other men (approximately) in 
No. 3 Cold Strip Mill; Superintendent, No. 2 
Cold Strip Mill 30 



Technical 

Specialist s: Maiager, Quality Control; Assistant Superin- 

tendent, Metallurgical Department; Superin- 
tendent, Chemical Department; Staff Chemist, 
Chemical Department 

.Engineering ; Senior Engineer; Four Engineers 

Purchasing ; Manager of Purchasing; Assistant Purchasing 
Ager.t 



4 

5 

2 




Accounting : One Person (Title Unknown) 1 

Industrial 

Engineering ; Superintendent, Industrial Engineering 1 



Other; Persons at other steel companies (specific persons 

unspecified); many additional persons involved in 
purchase who could not specifically be recalled by 
respondents 



Total 



A 3+ 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



11. CASE STUDY: DECISION TO BUY A VANADIUM ALLOY FOR MAKING STEEL 



I. The Purchaser 

The purchaser is a steel company, which produces steel in a variety of 
forms (sheet, strip, and bar) as well as a number of steel products. It has 
plants in a number of cities throughout the country. The purchase being studied 
here was made for a steel-making works located in the same midwestern metro- 
politan area where corporate headquarters are found. 

The corporation has a number of divisions, some of which cover several 
plants, and each with its own purchasing office. The division purchasing of- 
fices have a loose coordination through a committee which meets several times 
a year to exchange information about purchases and suppliers. The plant for 
which the purchase studied was made has its own purchasing office on its 
premises. 

II. The Product Purchased 

The product obtained is a metal alloy composed mainly of vanadium and 
also containing carbon. The vanadium alloy is itself an alloying agent used 
as an additive in making high strength steel. It adds to the hardness and 
impact strength of the steel. This new alloy is made by only one supplier, 
a large company. Previous to the testing of this vanadium alloy, the primary 
alloying agent used was ferro-vanadium. 

III. How Need Came Up 

The initiative for testing the new vanadium alloy came, respondents all 
agreed, from the large supplier company which had developed it--specif ically 
from a regional Sales Manager of that supplier company. The Superintendent 
of No. 1 Open Hearth said that the supplier "developed this nev: product and 
brought it to our attention. Actually, there wasn r t a need but it was 
cheaper... " Respondents agreed that the supplier brought the new product to 
^heir attention in early 1963, with estimates of the date centering around 
April 196?. 

Four persons--the Manager of Steel Production; the Superintendent of 
No. 1 Open Hearth; the Assiscant to the Purchasing Agent, Purchasing Research; 
and the Assistant Superintendent of the Metallurgical Def artment--all had 
early contact with representatives of the supplier. The first three men re- 
ported talking with the regional Sales Manager from the supplier. "He pre- 
sented the idea of trying the product to us," the Manager of Steel Production 



^Interviewing was conducted by the National Opinion Research Center in May 
1967. Those interviewed were the Manager of Steel Production; the Assistant 
Superintendent, Metallurgy; the Superintendent of No. I Open Hearth; the 
Assistant Purchasing Agent; and the Assistant to the Purchasing Agent, Pur- 
chasing Research. (Titles are as of time of the purchase.) Also, the re- 
gional Sales Manager of the supplier company was interviewed in July 1967. 
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satd. The Assistant Superintendent, Metallurgical, reported similar contacts 
with two other supplier representatives--their Manager of Product Development 
and their Sales Manager for the particular city. "They both came and pre- 
sented the product and asked us to make a study or test of it , 11 he said. 

IV. Deciding to Use the New Alloy 

Discussion and evaluation concerning use of the new alloy took place 
among those in Purchasing, those in Production, and those in the Metallurgical 
Department . 

The Manager of Steel Production, who has authority over all steel- 
making facilities at the plant, has to approve any purchases of this type of 
material. He said he discussed the subject with the Manager of Purchasing and 
with the Assistant Superintendent of the Metallurgical Department. The As- 
sistant Superintendent, Metallurgical, whose department is responsible for 
setting metallurgical standards and setting controls to meet customer standards, 
said that"we evaluated th oroduct and decided it was comparable to ferro- 
vanadium and found it wortny." Though the Assistant Superintendent, Metal- 
lurgical, appeared to be the person in his department most involved in this 
purchase, at least two others in the Metallurgical Department also were in- 
volved in the matter-. These were a Research Metallurgist, who took part in 
discussion of the product and its applications, and the Superintendent of the 
Metallurgical Department who had to approve the product. The Assistant 
Superintendent, Metallurgical, said that he discussed the matter with the 
Manager of Purchasing and with the Superintendent of the No. 1 Open Hearth. 

The Superintendent of the No. 1 Open Hearth said that he is "respon- 
sible for all decisi ns on problems of production of one million tons of 
steel a year." His part in the decision, according to the Manager of Steel 
Production, involved a Judgment "as to the suitability of the product in his 
shop." "I said we'd buy it," the No. I Open Hearth Superintendent said. He 
confirmed that he discussed the matter with the Metallurgical Superintendent 
and said this was the only person with whom he discussed the subject. 

Role of Purchasing . In the Purchasing Department, the Assistant Purchasing 
Agent was concerned with the comparison of price between the vanadium product 
then being used and the new vanadium alloy as well as with checking "to see 
if it would work as well." He said he discussed the possibility of getting 
the new product with both the Superintendent and the Assistant Superintendent 
of the No. 2 Open Hearth, with the Assistant Superintendent of the Metallurgical 
Department and with "I'd say another six or eight men from those departments." 
(He could not recall the specific other persons with whom he talked.) 

Another person involved from the Purchasing Department, the Assistant 
to the Purchasing Agent, Purchasing Research, said that he "was involved 
in meetings and discussions on the economic value" of the product. He re- 
called discussing the possibility of getting the new alloy with the Assis- 
tant Superintendent of the Metallurgical Department but could not recall the 
names of others with whom he discussed the matter. 
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Questions Arising . A number of questions arose in the course of these dis- 
cussions about the desirability of switching to the new vanadium alloy. First, 
as the Assistant Superintendent, Metallurgical Department , put it, * there were 
questions of the quality of the product and if it could replace ferro- 
vanadlum.” The Superintendent of No. 1 Open dearth clarified the nature of 
this question, noting ’’there was some question if we could handle the high 
carbon content-- that is, the debris. 11 

To answer this question, a requisition for an experimental order of 
the new product was prepared on July 3, 1963, signed by the Auxiliary Fore- 
man of No. 1 Open Hearth and approved by the Superintendent of No. 1 Open 
Hearth. The Assistant Superintendent, Metallurgical explained, "We ran 
a twenty heat test program and found the product to be as good as ferro- 
vanadium." 



A second question, with which the Purchasing Department was concerned, 
had to do with the nature of a contract for the product. "We were not quite 
sure that we should tie ourselves to a long-term contract. We weren't sure 
it would work and we weren't sure it just wasn't an attempt by the supplier 
to capture a given market," the Assistant Purchasing Agent said. He stated 
that this problem was resolved by '’additional meetings with (supplier) and, 
as I recall, we signed a one-year contract for a portion of our requirements, 
so we didn't have to put all our eggs In one basket." The Assistant Purchasing 
Agent said he talked with the regional Sales Manager of the supplier (the man 
who had pushed this product with the purchaser) concerning the negotiation 
of the contract and the price. 

Reasons for Choice . The lower price of the new alloy, as compared to the price 
of the product previously used, was given as the primary reason for the de- 
cision to go ahead with this purchase by the Manager of Steel Production and 
by the two Purchasing men Interviewed (the Assistant Purchasing Agent and the 
Assistant to the Purchasing Agent, Purchasing Research). The Manager of 
Steel Production, the Assistant to the Purchasing Agent, and the Assistant 
Superintendent, Metallurgical, mentioned a relative shortage of ferro-vanadlura 
as contributing to the decision; the Metallurgical man felt that this shortage 
of ferro-vanadlura was the primary reason. While differing somewhat from others 
In the relative weight he gave to the factors affecting the decision, the Assis- 
tant Superintended, Metallurgical, summed up the general rationale for the 
decision In these words; "Fcrro-vanadlum was in short supply and expensive 
and (the new type of) vanadium produced the same results and was plentiful 
and less costly.” 

.Influence on Decision , Asked for their judgement about who had the most In- 
fluence on the decision to use the new vanadium alloy, the five respondents 
differed somewhat In their perspective. Two persons named the Assistant 
Superintendent, Metallurgical Department, as most influential on the basis of 
his expertise. "He determines if the product will do a good job," the Assis- 
tant Purchasing Agent said. The Manager of Purchasing was named as most 
Influential by the Assistant to the Purchasing Agent "because It would save 
money for the company,” evidently meaning that the decision was based primarily 
on the Purchasing Department's desire to save money. 
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The Superintendent of No. 1 Open Hearth felt that he was quite influ- 
ential in the decision "because I had to use tt in my Open Hearth." Finally, 
the Manager of Steel Production felt that the regional Sales Manager from 
the supplier was most influential in the purchaser's decision because "He 
came in and sold us the product, or the idea of trying it." With regard to 
events within the company, the Manager of Steel Production commented, 

"Well, in a way l made the final agreement to buy but it was a mutual thing 
between Purchasing, Quality Control (which includes Metallurgical), and my- 
self." He continued, "This was a very simple purchase so far as decisions 
were concerned. We needed the alloy, we tried it, liked it, and bought - 9 tut 
other purchases often take years for a decision to be made." 

Following the initial experimental order, a contract for a much larger 
supply of the vanadium alloy, to meet the company^ needs for the year 1964, 
was signed in November 1963# 

V. Sources of Information 

The Manager of Steel Production said that he got his most valuable in- 
formation from the Assistant Regional Manager of the supplier. "This was 
a product that had never been on the market," he commented. He also noted 
getting information from the Assistant Superintendent, Metallurgical, concerning 
the "suitability of the chemistry" and from the Manager of Purchasing concerning 
"price and availability." He said he did not get any information from people 
outside the company and did not see any relevant materials in any publications. 

The Assistant Superintendent. Metallurgical Department , also said that 
his most valuable source of information was the supplier company. "They 
hadn*t put it on the market when they asked us to try it," he stated. He 
said he did not get any information from people outside the company or from 
publications. 

The Superintendent of No. 1 Open Hearth also named ttie supplier as his 
most valuable source of information. He said that the supplier provided infor- 
mation "about its alloy and vanadium content and also about the differences in 
price from that of ferro-vartadiua." He mentioned also "our tests" as a source 
of information. He, too, said he had not gotten information relevant to the 
product from people outside the company or from any publication. 

The Assistant to the Purchasing Agent. Purchasing Researc h also men- 
tioned the supplier as a source of information but said that his most valuable 
source of information was "our own people who tested the product, because they 
proved it in testing." He said he had also obtained information from the 
Assistant Superintendent, Metallurgical and from the Assistant Superintendent 
of No. 1 Open Hearth "concerning the actions of (the new alloy) in operation." 

He did not, he said, get information from anyone outside the company or from 
any publication. 



The Assistant Purchasing Agent felt that his most valuable source of 
information was the supplier and mentioned specifically information about the 
price difference. He said also that "we did check (another steel company) 
who had tried (the product) in its eariy stage... on how it worked out for them." 
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He sr id he had calked wich "someone in the operating personnel 11 at the other 
stee) company(he couldn 1 c recall who this was). Like the others, he said 
that he did not see any relevant articles or advertisements in any publica- 
t iom . 

SUMMARY: Number of Persons (of five interviewed) Mentioning the Following 

Sourc es of Information 



Supplier 5 
Company's Tests of Product 2 
Others in Company 2 
Person Outside Company 1 



VI. Satisfaction with Purchase Decision 

All five men interviewed said that they had been completely satisfied 
with the purchase decision at the time it wzs made. The satisfactory test 
results, the price, and Che satisfactory contract were ail mentioned as rea- 
sons for satisfaction, in addition, the Superintendent of No. 1 Open Hearth 
commented that the supplier ri is a reputable firm and I was sure that any 
product they developed would be good." 

All five men also commented that the; product had worked out as ex- 
pected. "We found it to be what we wanted a nd we have b>en buying it since," 
the Assistant Superintendent of the Metallurgical Department said. 

VII. Summary: Person i Mentioned As Involved In Purchase* 

Production : Manager, Steel Production; Superintendent, No. 1 

Opon Hearth; Assistanc Superintendent, No. 1 Open 



Hearth; Auxiliary General Foreman, No. 1 Open 
Hearth; Superintendent, No. 2 Open Hearth; Assis- 
tant Superintendent, No. 2 Open Hearth. 6 

Technical Specialists (Metallurgical Department) : Superinten- 

dent; Assistant Superintendent; Research Metal- 
lurgist. 3 

Purchasing; Manager; Assistant Purchasing Agent; Assistant to 

Purchasing Agent, Purchasing Research. 3 

Other : Operations person at another steel company 1 

Total 13 



*The Assistant Purchasing Agent and the Assistant to the Purchasing Agent both 
could not recall all the persons to whom they spoke and may have spoken to per- 
sons other than those listed above. 
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Vllt. Supplier's Perceptions Concerning Purchase Decision 

The regional Sales Manager of the supplier company, who was the per- 
son at his company most involved in this sale, is a metallurgical engineer and 
is responsible for sales in six states. He said that he had most contact at 
the purchaser company with the Assistant Superintendent and the Superintendent 
of the Metallurgical Department and with the Superintendent of No. 1 Open 
Hearth. Asked with which of these men he had most contact, he answered, 

"I think it was a transaction where we saw everyone concerned, one as much 
as another...! thir.k it was a group decision, not any one person." 

Asked how he thought the people in the purchaser company knew about his 
own company and -its products, he said, "I hope we do a good enough job of 
keeping our name in front of everyone. On this particular item, we went to 
them to demonstrate our new alloy. 11 Like those at the purchaser company, the 
supplier sales manager indicated that there is no other supplier for this 
particular alloy, which, has a trade name. 

He commented finally, "(Purchaser company) in particular, by their 
receptiveness to new ideas, makes us try even harder to come up with new 
items that will help them. I guess briefly I could say, with them, our by- 
word is 'Think more, talk less'." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



12. CASE STUDY: DECISION TO PURCHASE A COPYING MACHINE 

I. Purchaser 

The purchaser Js a subsidiary of a large international corporation 
which has several subsidiary divisions with plants in both the U.S. and 
Canada. This particular subsidiary division manufactures steel castings 
and forgings in four plants to meet railroad and industrial needs. 

The company purchasing department, which employs thirteen persons, 
clears all company purchases--although the actual decision to make plant 
purchases is made by the Works Manager at the plant level. In this case, 
the purchase was made at the corporate level for the corporate offices. 



II. The Product Obtained 

The product, which was leased, is an electric copier of original sheets 
of printed paper. It is able to make large quantities of copies in a short 
amount of time from the original, without the use of chemicals of any sort. 
It can be used to make "master" sheets, which can then be used on a raul- 
tilith machine, which is economical to use when making more than approxi- 
mately 100 copies. Additional features can be added to the unit, such as 
a collating unit and a larger- image area, when needed. Previous to the ren- 
tal of this machine, a different model copier of the same make was used, 
along with a mimeo machine and a two-step-process photocopier (a negative, 
then a positive copy had to be made)* 



III. How Need For Gettine Product Came Up 

Discussion of the need for a new copying machine occurred in ap- 
proximately January of 1966. The copier then being used was not doing 
an efficient job. Often several clear copies of. originals were needed, 
which the old unit could not do quickly. The photocopier was expensive 
and involved to operate. It required mixing solutions, a dryer, and sinks. 
A further disadvantage of the photocopiers was that coded paper {paper 
treated with zinc oxide) had to be used, and while this gave a fairly sa- 
tisfactory-looking copy, the paper disintegrated after a few years, which 
made it very unsatisfactory for record-keeping purposes over a long period 
of time. 



* Interviewing for this study was conducted by the National Opinion 
Research Center 
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The Assistant Director of Purchasing, who was in charge of seeing that 
the Print Shop ran efficiently, instigated the discussion of the need for a 
new copier. He discussed the matter with the Director of Purchasing, who 
subsequently discussed the need with the Print Shop Operator, who a.ao 
talked with the ex-Purchasing Director (who was about to retire but remained 
on in an advisory capacity until the new Purchasing Director was sufficiently 
trained) about the need for a new copying machine. 



IV* Deciding To Get A New Copier 

It was the responsibility of the Assistant Director of Purchasing to 
find out which copying unit would best accomplish the desired objectives: 
to speed up the- copymaking and to provide a backup operation for the raul- 
tilith when the multilith was not in operation. Both he and the Print Shop 
Operator said that there had been differences of opinion, largely over the 
issue of whether the company made enough copies to justify the expense of 
obtaining a new unit. The Assistant Director also mentioned that there 
had been doubt as to whether the new copying unit under consideration could 
perform all of the functions desired by the company, such as making masters 




The matter was resolved by getting more factual information. The 
Assistant Director of Purchasing requested that the supplier being most 
seriously considered install a mode analyzer, which measured how many 
copies were run off per month and what the unit cost to the company was 
for using their old copier. This cost was then compared to the cost of 
the same number of copies using the supplier* s new model unit. It was 
demonstrated to the Director of Purchasing, whose decision it was to make, 
that the installation of the new unit would offer the company significant 
yearly savings# The Print Shop Operator, the Assistant Director of Pur- 
chasing, and the Director of Purchasing were satisfied, after seeing the 
model in operation, that it could produce clear copies in large quantities 
in a short amount of time, would be a savings in time to company personnel, 
could be utilized to produce masters, could collate, could make larger 
images when necessary, and that the new model unit was in general much 
easier to operate than other units then in use at the company. 

The Assistant Director of Purchasing felt that he had had the most 
influence on the decision to get. a new copier, because "I knew the ^°.ed, 
(andj I developed the information regarding types of units available. 

The Director of Purchasing agreed that the Assistant Director of Purchasing 
had had the most influence on the decision to get the new machine, saying, 
"One of his jobs is to keep the Print Shop Operating. " The Print Shop Op- 
erator, however, felt that no one person had the most influence on this 
decision, "Everybody in Purchasing was pushing for it, 11 he said. 




The key reason behind the decision, respondents agreed, was the time 
savings involved* As the Purchasing Director put it, "The time element 
is most important. It is intangible but we used to have sometimes xy to 
ten people waiting to use the [old machine)." The decision to replace 
the old machine v?as approved by the Vice-President for Manufacturing when 
the requisition reached him in June, 1966. 
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V. Selecting A Specific Type Of Machine And A Supplier 

Seven suppliers were mentioned as having been thought of initially,, 
but only three were considered at all seriously. The supplier considered 
most seriously was the one from which the company leased its previous 
machine. 

The first, informal contact that the three men in the Purchasing De- 
partment had with suppliers was in the course of attending several trade 
shows at which many suppliers displayed and demonstrated several different 
types of office equipment, including copiers. They also saw demonstrations 
of the various copiers at the suppliers* offices and requested demonstrations 
of the several models under consideration by three suppliers in the com- 
pany’s offices. 

A major reason for the choice of thi particular supplier chosen, as 
described by the Assistant Director of Purchasing, was the ease with which 
the leasing agreement could be terminated. Moreover, according to the 
Print Shop Operator, "Once we got [this brand J there was no changing to 
a different brand; everybody was used to it and liked the copies." 

The Print Shop Operator, the Assistant Director of Purchasing, and 
the Director of Purchasing, all had contact with the sales representatives 
of the successful supplier. The Print Shop Operator sat in on conversa- 
tions between the supplier representative and the Purchasing men and asked 
questions about the supplier’s new machinery. The Director of Purchasing 
mentioned that the local salesman involved was a man who called on the com- 
pany’s offices regularly. 

On the basis of his familiarity with copying machines, and of his dis- 
cussion of the merits of various machines with the ex-Director of Purchasing, 
the Print Shop Operator recommended a particular model copier to the As- 
sistant Director of Purchasing. The Assistant Director of Purchasing 
discussed the Print Shop Operator’s recommendation with the ex-Purchasing 
Director and subsequently recommended to the Director of Purchasing that 
the older model copying unit in the Print Shop be exchanged for the newer 
model recommended by the Print Shop Operator. 

There were no differences of opinion reported in the matter of choosing 
a particular model copier from a particular supplier. The Assistant Dir- 
ector had the most influence on the decision to obtain this particular 
model from this supplier. The Director said of the model chosen, "It’s 
what he wanted," and the Assistant Director said, "It was my problem to 
solve, his decision (the Purchasing Director* s) was based primarily on my 
recommendation," 

The Director of Purchasing had the final say on the choice of the 
particular type of copier, "I made the decision to get this {model]," 
he said* To help decide on the selection of a particular model, he said 
that "we took ouv masters to a company in the same building [as the pur- 
chaser company] which had this model and ran masters." The results were 
evidently quite satisfactory. 
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The particular model copier was chosen, according to the Assistant 
Director of Purchasing, because of "the versatility, the speed of the 
unit, [lower] copy costs, and the potential advantage of adding acces- 
sories to ra^ke the model even more versatile. 11 Another factor mentioned 
by the Director of Purchasing which Influenced the selection of this model 
was the ability of the copying unit to pick up colors, especially blue, the 
most difficult color to pick up on a copier. This supplier's units did a 
better Job In all aspects than those of any other supplier, he believed. 

He added that the model chosen was a dry process machine, which meant that 
It was much easier to operate and that It was faster than any other unit 
or process that the company had been using. 

A requisition for leasing a new copier was prepared on June 7, 1966 
and signed by the Assistant Director of Purchasing, the Director of Pur- 
chasing, and the Vice-President for Manufacturing. A purchase order, 
signed by the former two (the Purchasing men) was issued on July 25, 1966, 



VI# Sources Of Information About Product And Supplier s 

The Print Shop Operator went to numerous trade shows with the Assistant 
Director of Purchasing and the Director of Purchasing and saw several types 
of copying units demonstrated by several suppliers. He saw an advertisement 
by the successful supplier in Fortune magazine, which explained the entire 
copying process, the cost of the copier, and that the unit was available 
for either purchase or rental# He also saw television advertisements 
which demonstrated what a particular supplier* s copiers could do, with 
emphasis on the simplicity of operation. "They showed a monkey making 
copies, 11 he said. The Print Shop Operator said that the purchasing De- 
partment had contacted the sales representative of the successful supplier 
to request a proposal with regard to what this particular model could do, 
its value to the company in terms of cost savings, speed of reproduction, 
and clarity of copies. Overall, he felt that the sales representative of 
the suppliers were his most valuable source of information, because, as 
he stated, "When you get a human being in front of you, you can pitch 
questions at him and you get a 'yes* or *n , * , . ,r 

The Assistant Director of Purchasing said that their initial know- 
ledge of the supplier was due to the fact that they had another, less 
specialized model of the same brand from (the same supplier), and knew its 
capabilities . He also mentioned the trade shows that he and the Print Shop 
Operator and the Director of Purchasing attended as an important source of 
information, in that they looked at many types of copiers, then "selected 
those that had possibilities for our own use." A third source of informa- 
tion about suppliers was advertisements and articles about copying machines 
in various "management magazines' 1 # The fourth, and what the Assistant Direc- 
tor considered his most important source of information, were the advertise- 
ments of one supplier (not the one chosen) because he felt "they give you 
more factual information in their ads." His second best source, he said, 
was the sales representative of the successful supplier, because he showed 
the respondent what his company's copying units could do. 
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The Director of Purchasing who also attended the trade shows, men- 
tioned that he tested the various types of copying units at the trade shows, 
using printed material he had brought with him, to find out which unit did 
the best Job of copying. He said that he felt these trade shows were his 
most valuable source of information because he was able to see the machine 
in operation and the. end results. Other sources of information included 
advertisements in (unspecified) newspapers, magazines, and trade journals, 
although he said of these sources, "Purchasing people are reluctant to 
believe everything they read. So we naturally investigate.” A third 
source of information for him were the supplier’s sales representatives 
who called on the Purchasing Department. 



VII. Satisfact io n Wit h Purchase Decision 

The Director of Purchasing, the Assistant Director of Purchasing, and 
the Print Shop Operator all said that they had been satisfied with the 
purchase decision at the tima it was made. The Director of Purchasing said 
that the model "has met with complete acceptance by all of our personnel." 
The Assistant Director of Purchasing concurred, saying that "because of the 
thoroughness with which we investigated th's, we knew we were on solid 
ground with our recommendations. We had pretty well established that we 
were going to reduce our costs. We knew we were going to arrive at a 
savings." 

All three respondents also said they would favor making the same 
decision again, if they had it to do over. The Director of Purchasing 
noted that, "It will save us $1,000 a year copying costs, plus the saving 
made in delays to personnel using this machine, which is going to be sig- 
nificant." 



VIII. j^ mtnary Of Per s ons Involved In Purchase* ; 

Purchasing: Ex- Director of Purchasing, Director 

of Purchasing, Assistant Director of Pur- 
chasing 

Top Management: Vice-President of Manufacturing 

Services: Print Shop Operator 



3 

1 

JL 

Total 5 



* Also contact was presumably made with persons at other company on 
whose machine trial masters were run. 
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IX » Pattern Of Communications Concerning Purchase Peels lo n 



Vice President, Manufacturing] 




X, Suppliers Pe r ception Of The Purchase Decision 

The supplier representative said that he had contact with the Assistant 
Director of Purchasing and with the Director of Purchasing, especially with 
the former, concerning this rental. He said that these two men took part in 
the decision to obtain a new copying machine. With regard to the role of the 
Print Shop Operator in this decision, the supplier came to the conclusion that 
he was initially opposed to the rental of the new model copier# "However, M 
said the supplier representative, "when I showed him how the [new model copier 1 
would help him run his department more efficiently, he felt that this equip- 
ment would [be a good thing.]" (There is no indication of such initial re- 
sistance from the Print Shop Operator by the three company respondents inter- 
viewed.) The supplier representative said that when he saw the need for in- 
creased speed in the reproduction of documents by the purchaser, he "got a- 
hold of the [Director of Purchasing) and the (Assistant Director of Purchasing], 
and gave them a demonstration and... wrote a proposal." (The Print Shop Op- 
erator said that the Purchasing Department had contacted the supplier’s sales 
representative to request a proposal, rather than the reverse, i.e., that 
the supplier was the initiator of his dealings with the purchaser company,) 

The supplier representative believed that the Assistant Director of Purchas- 
ing was the decision-maker with regard to choice of supplier, which corres- 
sponds to the information given by company persons concerning the key role 
of the Assistant Director in this choice. The supplier representative also 
said that he thought the purchaser obtained the copying unit from his com- 
pany because they had received excellent service in the past and because the 
purchaser could fulfill its needs without having to make a capital investment 
or expenditure. 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



13. CASE STUDY: DECISION TO LEASE A COPYING MACHINE** 

I. Purchaser 

The purchaser is a mid-western-based corporation with several company 
divisions, most of them in the middle west. It prepares and packages foods. 
The bulk of its sales is in dairy products, both fluid and non-fluid. Pur- 
chasing is done both at a corporation and divisional level. Some divisions 
of the corporation have no separate office for purchasing and in such cases 
the Divisional Managers are responsible for purchasing. Centralized pur- 
chasing is done for services; for durable goods such as vehicles and packag- 
ing materials, common to all divisions; and for durable goods which, though 
not common for all divisions, are expensive. The corporate purchasing func- 
tion is handled by one man, the Director of Purchasing, but persons employed 
in other capacities assist him for particular purchases about which they are 
knowledgeable. The purchase being studied was made for the division of the 
company which is located in the same city as the corporate offices. 



II. The Product Obtained 

The product leased was a copying machine which can make a copy of any 
document, letter or form on ordinary bond paper. It is used mainly for 
monthly financial and cost statements and to duplicate items where only a 
small number of copies are required. In the past, this work was done by a 
machine of another make which performed the Job less efficiently and at 
greater cost. 



III. How Need For Getting Product Came Up 

The Comptroller, who also cerves as Office Manager and supervises all 
office and accounting personnel, first recognized the need for a new copy- 
ing machine in 1965 (he did not recall the month). He stated that "due to 
the volume of work, we had a lot of problems" and that confronted with this 
volume "you search for a faster method." He informed the corporate Direc- 
tor of Purchasing of the need, and they both discussed the problem with the 
General Manager of the division which uses the machine (physically located 
adjacent to the corporate offices.) The Comptroller also spoke with Vice- 
President-Treasurer about the need. 



^Interviewing for this study was conducted by the National Opinion Re- 
search Center, University of Chicago. 

**For this case, it was not possible to obtain an interview with the 
supplier salesman involved. At the purchaser company, only the two key 
petsons--the Director of Purchasing and the Comptroller--could be inter- 
viewed. 
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IV • Deciding To Get A New Copying Machine 

The decision to get a new copying machine was made mainly by the Comp- 
troller and by the Purchasing Director# The Comptroller said that "It was 
ray idea to get a copying machino. I'm considered responsible to decide 
whether we need a new copying machine # 11 He discussed the need for getting 
the product with the Vice-Presideat-Treasurer, with the General Manager of 
the division which used the machine (in the same city as the corporate of- 
fices) and with the Director of Purchasing. The Director of Purchasing in- 
dicated that he also had a large role in deciding to get a new machine 
saying, "I carried the responsibility for the analysis and decision." He 
said he discussed the possible need for getting a new machine with the Comp- 
troller and briefly with the General Manager of the concerned division. 

When the subject was first discussed, there were some differences of 
opinion about the desireability of getting a new machine. The Director of 
Purchasing stated that ,r We thought we might be able to accommodate ourselves 
to [ourj present piece of equipment . 11 The Comptroller said that "the dif- 
ferences were only about timing, when we should get the copying machine, 
due to capital budget matters .' 1 However, he said, these differences were 
quickly resolved when, "due to the volume, the (present) machine over- 
heated, and we ware forced into action." 

The machine was leased rather than purchased, the Director of Pur- 
chasing said because, in his opinion the manufacturers purposely make the 
purchase price so high that it is undesirable to purchase. The supplier 
wants to sell supplies and services, he said, and "doesn't want to tarnish 
its reputation with people who don' t know how to maintain the equipment." 



V. Selection Of The Supplier 

Five suppliers of copying machines were considered. "We compared the 
cost of each of the different types of machines, the ability of the machine 
to do the Job we needed, the reputation of the firm in rendering repair 
service," the Comptroller said. The Comptroller and the Purchasing Direc- 
tor discuessed the choice of a particular machine between themselves and 
the Director of Purchasing talked with the General Manager of the concerned 
division. The Comptroller also talked with the Assistant Purchasing Agent 
and with a man in each of two other organizations which use a copying machine 
made by the successful supplier (see "sources of information" section). 

The main responsibility for selecting a particular type of machine was 
that of the Comptroller-Office Manager. "My Judgment was final as to the 
particular type," he said. "It's my Job as office manager, I generally de- 
cide what type of office equipment i» gotten." Also influential in this 
selection was the Director of Purchasing whom the Comptroller consulted 
because he "had knowledge of the particular equipment." 
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The main responsibility 

The Director of Purchasing cjrprcsscd the opinion that this machine 
made "higher quality reproductions, " and said the main reason It was 
chosen was the fact that it operated at lower cost. He commented that 
"the reputation of the company and the performance of the machine wsrc 
far more Important than any personal contact with the personnel of the 
company. Ue leased the machine in spite of the salesman— he was a poor 
salesman, ine:rper fenced, " the Comptroller laid equal emphasis on the cost, 
the ability of the machines "to do the job", and the reputation or the 
firm for giving repair services, as reasons for choosing the supplier. 

The Director of Purchasing arranged for a sales representative of 
one supplier to meet with the Comptroller- Off ice Manager and himself. 

The Comptroller stated that "by the tine ItjeJ had practically decided 
to go ahead with (that supplier), so it was .just a matter of discussing 
terms. Also, of course, v?e were cho^m in detail how the machino works." 

A letter of agreement to leaco the copying machine from the succes- 
sful supplier was drawn up on October 31, 1966. The purchase order was 
signed by the Comptroller and by the General Manager of the concerned 
division. 



VI* Sources of Information 

The Comp tr oller received his information from several sources. 

Salesmen called on him, he received brochures through the r^il and he 
"read about copying machines in business magazines." He sold he saw 
things about office equipment in The Office ; saw business news and saw 
relevant material (he couldn't recall specifically what) in the Journal 
of A c counting ; was something "probably on ad, " by the successful supplier in 
the Wall street Journali and saw a commercial by the successful supplier i 
on television. However, he felt his most valuable source of information 
was the "opinion of people who had actually usp.d the equipment." As 
the people .to whom he was referring, he mentioned the following as sources 
of information: 1) the Director of Purchasing v?ho, he said, had arranged for 

the purchase of copying equipment on his former Job; 2) the Assistant 
Purchasing Agent who, also in a previous Job, had as one of hie duties, 
operating a naachlne of this type; 3) the Senior Accountant of an ac- 
counting firm which uses the machine of the successful supplier and \/ho 
"recommended it; 1 A) an Internal Revenue Agent, whose office uses the 
copying machine of the successful supplier. 

The Director of Purchasing said that he got information about this 
product and supplier from "wrd of rx>uth, trade magazines, sales repre- 
sentatives and personal experience* With regard to publications, he mentioned 
specifically Business Week and the Wall Ctreet J ournal , in which he said 
he saw gcnerol articles on copying machines and advertisernents. He felt 
thece puslicationL were his most valuable source of information because 
of their factual content*" 

r/ith regard to the "i/ord of nouth" source of information, ho mentioned 
) "business acquaintances, " explaining that while he didn't contact any 

such acquaintance^ concerning this particular purchase (jnd couldn't re- 
call any specific persons) he had in the past talked oboutcuch otters 

businese acquaintances at ruth places as "lunch and on the golf 
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VII.. Satisfaction With Purchase Decisio n 

Both key respondents said that they were completely satisfied with the 
decision at the time i<: was made. The Comptroller-Office Manager said he 
had been satisfied because after they had "discussed all the different 
things about the machine, we felt it would do the job for us very well; 
also (Supplier’s) reputation ia very good." The Director of Purchasing 
stated that "the machine sold itself." He also remarked that the reputa- 
tion of the supplier was good. 

Both stated that they would make the same rental if the decision could 
be made over again. The Director of Purchasing felt that "in retrospect, 
the analysis was logic'll and the decision valid." The Comptroller-Office 
Manager stated that "s > far the machine has done everything we expected of 
it. The maintenance service has been satisfactory." 



VIII. Summary Of Persons Mentioned As Involved In Purchase 
Top Management ; Comptroller-Office Manager; Vice- 

President-Traasurer ; General Manager, Division A 3 

Purchasing ; Director of Purchasing; Assistant Pur- 
chasing Agent 2 

Others : Senior Accountant , Accounting firm; Inter- 
nal Revenue Agent _2 

Total 7* 



*Also, unspecified number of persons with whom Director of Purchasing had 
spoken in past. Note also that possible other contacts of General Manager, 
Division A, of Vice-President-Treasurer, and of Assistant Purchasing Agent 
are undetermined, since it was possible to interview only the two key per- 
sons in this purchase case. 
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IX. Pattern Of Communications Concerning Purchase 



\yice-President and* 
\ Treasurer 

/[\ 
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Purchaoe Decision Study 
Survey Research Center* 
University of Michigan 



tft. CASE STUDY: DECISION TO PURCHASE A PRINTING CALCULATOR 



I. Purchaser 

The purchaser ic a large miduestern-based corporation with plants 
in several parts of the country. The company does contract printing 
for magazines, books, and other publications. 

Purchasing is done both at the corporate level and in each of 
six divisions. The corporate purchasing office, in addition to handling 
corporate purchases, is also responsible for many divisional purchases. 

All major equipment and material purchases are made by the corporate 
purchasing office. The divisions purchase such things as supplies, mainten* 
ance materials, and small replacement parts. Within the corporate Purchasing 
Department, which employs twenty-eight persons, are five groups, each 
responsible for different types of purchases. The group which handles the 
purchase studied in this report consists of a Manager, Purchasing Engineer 
and four Buyers and is responsible for equipment, maintenance and utilities. 



II, The Product Obtained 

The product purchased was a printing calculator to be used in the 
corporate Accounting Offices. The machine is a ten key calculator that 
prints on a tape, so that a permanent record can be kept. The machine 
multiplies, divides, adds and subtracts and /a used mostly for preparing 
data reports. Before this machine was purchased, the work was done with a 
non-printing calculator and an adding machine. 



III. How Need For Getting Product Came U p 

In January, 1966, the Accounting Supervisor brought the need for a 
printing calculator to the attention of the Corporate Accountant, hi3 
superior. The need arose because of expansion of the corporation with 
a resultant greater volume of work in the Corporate Accounting Department, 
and also because a machine this department had been using was needed in 
another section. The Accounting Supervisor discussed the oeed with bis 
superior, tho Corporate Accountant. 



^Interviewing for this study was conducted by the National Opinion Research 
Center, University of Chicsgo. The Corporate Controller, the Corporate 
Accountant, the Manager of Systems and Procedures, and the Purchasing 
Manager were interviewed in April 1967. The Accounting Supervisor, who had 
been transferred to another city, and the supplier representative, could 
not be reached for interviewing. 
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IV. Deciding to Get A New Calculator 

The Corporate Accountant, after discussing the matter with the 
Accounting Supervisor, agreed that a need did exist and approved a 
requisition from the Accounting Supervisor dated March* 17, 1966. He 
then discussed the matter with the Corporate Controller and sent the 
requisition to him. The Corporate Controller approved the expenditure 
and, he said, "convinced the people up the line of Its need." The 
"people up the line", whose approval was necessary, were the Senior 
Vice-President and the President. Though the Corporate Controller 
evidently had to Justify the purchase to them, respondents agreed that 
the approval of both of these top management people was largely a 
formality. Another person who needed to approve the purchase, again 
largely as a formality, was the Accountant, Appropriation and Property 
Control. 

The Purchasing Department had no part in the decision to buy a new 
machine. The Purchasing Manager, who handled the purchase, said that he 
was net consulted about the need for getting the product. "In our 
organization, the need is determined by the department itself^" he said. 

Among those who were involved in the decision to get a new calculator , 
there were no differences of opinion as to the desirability of making a 
purchase of this type. 

V . Selecting A Supplie r 

One make of calculator had been used in the company. As the Purchasing 
Manager described the situation, 11 (Make A) had usually been our standard. 

We usually use things that have been standardized throughout the organi- 
zation." Responsibility for setting standards rests in large part with 
the Manager of Corporate Systems and Procedures, Computer Services, who 
described htaadlf as, among other things, "responsible for setting and 
maintaining standards on all equipment in the offices." 

However, the Accounting Supervisor preferred Make B calculator, with 
which he had prior experience. According to the Manager of Corporate Systems 
and Procedures, the Accounting Supervisor was "dissatisfied with the speed 
of (Make A) and the add bar popped off and (he) felt it was poorly made." 

The Accounting Supervisor was, as the Purchasing Manager put it, "so 
determined in his preference that he got (the company) to sway a little 
from normal procedure." 

The requisition initiated by the Accounting Supervisor reached the 
Manager of Corporate Systems and Procedures, whose approval of the type 
of equipment to bs purchased was necessary. 'They couldn’t buy it without 
my approval," he said. The Manager of Corporate Systems and Procedures 
didn't think there was anything wrong with the Make A machine and didn’t 
think it was necessary to change. Although the Purchasing Manager and 
the Corporate Accountant said that Supplier B's machine "has features 
that the others don't have," he believed that the Make B machine wa6 no 
faster than Make A and that Make A's bar would stay on If replaced 
properly. Moreover, he did not wish to deviate from the standard of 
using Make A. 
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Xhe problem "went clear up to the Controller,' 1 the Purchasing Manager 
said. "The Controller decided to deviate from the usual standard and try 
this machine... (he) ruled that the department could have the final say." 

At the request of the Controller, the Manager of Systems and Procedures 
approved the choice of Supplier B. 

At the request of the Accounting Department, the Purchasing Manager 
has asked Supplier B along with several other suppliers to bring in their 
machine for a trial. Both the Purchasing Manager and the Manager of 
Systems and Procedures attended a demonstration of the machine. A 
purchase order for a calculator from Supplier B was placed on March 31, 1966. 



VI. Sources of Information About Product and Suppliers 

When asked how they obtained information about the product and 
about suppliers, people at the company gave the following information; 

The Corporate Accountant stated that he received his information from 
the Accounting Supervisor and from the Systems and Procedures Department. 

He felt the latter source was most valuable. 

The Corporate Controller said that he obtained all of his information 
from the Systems and Procedures Department. "I talked with them about 
what was available," he said. 

^ The Purchasing Manag er sale that "when you've been in business as 

long as we've been, you just kno»v all these suppliers." He said "They 
all send literature from time to time" and also that "We hear about 
them from pthpre.". .Hdveveb* asked vbetbar.be bad gotMu^tofonuatidd from peo- 
Vt4 t* outside the company, not counting suppliers, he said he had not. 

The Purchasing Manager said he bad gotten information from tne 
accounting Supervisor "concerning the performance of the machine." He 
felt the Accounting Supervisor was his most valuable source of information. 

"He knew what it was and had used the machine before," the Purchasing Manager 
said. 

The Ma nager of Corporate Systems and P rocedures, Computer Systems, got 
his information from three sources* 'a detailed demonstration of the 
machine by the salesman of the company, the opinion of the Accounting 
Supervisor and the Buyer 1 s Lab Report . He felt that the most valuable 
source for him was the .Buyer's Lab Report "because they can test in a way 
that's impossible for us to do ourselves." 

It may be noted that, of the four persons interviewed, all said that 
they had not received Any information from persons outside the company 
and all except the Manager of Systems and Procedures said they had seen 
no relevant articles or ads in any publication. Unfortunately, the 
sources of information of the Accounting Supervisor (who could not be 
interviewed) are not knevn, with the exception of his reported previous 
^ experience with Supplier B's calculator* 
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VII. Satisfaction With Decision 

Three of the four people interviewed said they had been completely 
satisfied with the decision at the time it was made. One said he was 
satisfied because he "had faith in the judgment of those who wanted it." 
Another stated that he was satisfied because -(the Corporate 

Accountant) explained why we needed it" and a third man felt that the new 
printing calculator "served our needs," However, one man said he had been 
4, oot too satisfied 1 ^ because he disagreed with deviating from the 
norm - i.e,, with buying a make other than what was generally 
standard for the company# 

Asked whether, if the decision could be made over, they would be 
in favor of making the same purchase, three of the four answered yes. 

One said he would repeat the purchase because "it works and we have no 
problems with it." Another stated that "if the (Corporate Accountant) 
makes a request for a particular type of machine, it's because he's 
sure it will be a big help in his department." A third said, "I haven't 
had any complaints on the calculator, so no news is good news." 

However, the man who had not been too satisfied originally about the 
decision said he would not make the same purchase again. His reason was 
the same-i.e, ,the deviation from the make generally bought by the company. 



VIII. Summary of Persons Mentioned As Involved In Purchase Decision 
"> Top Management ; President; Senior Vice-President; Corporate 



Controller 3 

Account lng * Corporate Accountant; Accounting Supervisor; 3 

Accountant, Appropriation and Property Control 

Purchasing ; Purchasing Manager l 

Technical Specialists : Manager, Systems and Procedures, Computer 

Services X 

Total 8 
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IX# Overall Pattern of Communications Concerning Purchase Decision 

•President [ 

7R 



| Senior | 

[Vice-President j 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



15. CASE STUDY: DECISIONS TO PURCHASE A BOOKKEEPING MACHINE 

AND A PRINTING CALCULATOR 



[Note,: * n investigating the decision to purchase a printing calculator for the f 

‘Accounting Department of this company , information concerning both that pur- 
chase decision and a decision by essentially the same set of persons to purchase 
_a bookkeeping machine for the same department was obtained. Data about both 
»of these purchases is therefore presented below* _ j 



The Purchaser 

The purchaser is one division of a large, nation-wide corporation which 
manufactures many different products, including automotive parte, electrical 
equipment ,motors, and machinery. The particular division which made this purchase 
produces automotive parts and has many plants throughout the country. 

Each division of the corporation is largely autonomous in its purchas- 
ing, with the exception of a few cases where national contracts are developed. 

The division Purchasing Department is responsible for co-ordinating the pur- 
chase functions of its various plants, and for its own offices. 

I* Decision to Purchase a Bookkeeping Machine 

A* The Product Obtained 

The product is a bookkeeping machine used for accruing and paying of 
invoices in the Accounts Payable Section of the Accounting Department. It is 
used for large orders, to check bills sent by other companies. An inter-coupler 
which connects this machine to a key punch was purchased from the same supplier 
about a year after the bookkeeping machine was purchased. The inter-coupler 
permits the key punch to automatically punch out on cards the information 
which the bookkeeping machine produces. 

B. How Need Came Up . 

The Accounts Payable section had one bookkeeping machine prior to this 
purchase. Discussion of the need for another was initiated by the Accounting 
Supervisor, who heads this section. He explained, "Management needed extra 
Information which we had available, but not in summary-type form. 1 knew this 
because this is my Job here. No one needed to tell me we needed it. Manage- 
ment asked for information it would take weeks to prepare." He recalled this 
problem as having occurred in January 1966. 



interviewing was conducted by the National Opinion Research Center, University 
of Chicago. Interviews were conducted with the Accounts Payable Supervisor, 
mainly concerning the bookkeeping machine purchase, and with the Assistant 
Controller, the Purchasing Agent and the Director of Purchasing, concerning the 
printing calculator purchase, in January 1967. Additional interviews were con- 
ducted with the Controller and with a representative of Supplier A in April 1967. 
sentative of Supplier B could not be interviewed. 
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C. Deciding to get Product 

The Accounting Supervisor discussed the need for an additional book* 
keeping machine with his superior, the Assistant Controller , Automotive Division; 
with the Controller of the Automotive Division; and with a Corporate Controller# 
There were some differences of opinion about the desirability of making this 
purchase. These differences, the Accounting Supervisor said, were based on 
"the cost of the machine--we didn't know how much it would be," The differences 
of opinion were resolved, he said, by "mutual agreement that need was more im- 
portant than cost. ..by discussion mostly." 

The person who had the greatest influence on the decision to make the pur- 
chase, in the Accounting Supervisor's view, was the Assistant Controller of the 
Automotive Division. "It affected the v&ole Accounting Department, for which 
(the Assistant Controller) is responsible," he saAd. 

Approval for the purchase had to be given by the "Finance Committee," which 
has the fuller title of Executive Committee on Capital Expenditures. This com- 
mittee includes the President of the Automotive Division and two Corporate 
Controllers. 

D. Choosinga Supplier 

Only Supplier A, the same supplier whose equipment the department al- 
ready had, was considered for this purchase, the Accounting Supervisor said. 

The Accounting Supervisor said that he had the greatest influence on the choice 
of the particular type of machine, "I'm the person that will use it— my de- 
partment, that Is," he said* He stated that he discussed the choice of the 
type of machine only with a man who is an accounting consultant to the company, 
working under the Automotive Division Controller, 

The Accounting Supervisor listed five reasons for the choice of the par- 
ticular bookkeeping machine. 1) ft The ease of training people to use it;" 

2) "The satisfactory operation of a machine we had doing a similar Job;" 

3) "The speed at which it operated;" 4) "(we^e) able to check out the out- 
put of the machine--the machine checks itself;" 5) "Maintenance and repair are 
good," Asked which of these reasons was most important, he pointed to the factor 
that "wc knew *lt would opferdtd without problems." He added ’later that trfoee "fast 
Service" provided by the supplier was a very important factor in the choice. 

The Accounting Supervisor talked with a salesman at Supplier A concerning 
"what ve needed from the machine." The choice of the particular machine had to 
be approved by the Purchasing Agent, Purchasing Department, who is responsible 
for purchases in this category. 

The purchase was made approximately at the beginning of 1966 and the inter- 
coupler which connected the machine to a key punch was added in November I960, 

E. Sources of Information 

The Accounting Supervisor said that he got information through tele- 
phone calls to the supplier sales representative, "I was cost interested in 
service--getting the machine repaired if necessary; training people to use it. 

He said he did not get Information from anyone outside the company or from the 
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suppllei (other than the accounting consultant mentioned above) , and that he 
did not see any relevant articles or advertisements in any publications. Asked 
what source of information was most valuable to him, he eaid, "I had the one 
that was here--it was doing a good job but we needed another like it. I knew 
(the sales representative) from (Supplier A)--he worked with me." 

F . Summary of Persons Mentioned As Involved in Purchase of Bookkeeping 
Machine 



To p Management : Finance Committee* President (Div.); two 

Controllers (Corp). 3 

Finance : Controller, Automotive Division; As* 

sistant Controller, Automotive Division; 
Accounting Supervisor; Consultant to 
Division Controller 4 

Purchasing : Purchasing Agent 1 

Total 8 



G. Pattern of Communications Concerning Purchase of Bookkeeping Machine 



Finance Committd 
Pres. (Div.); 2 
Corp. Controllers) 



__ [controller) 
Cora. / 



Purchasing Agent ,j 
Purchad. ng / 



Controller 
utomotive Div* 



I 

i 

i 




Assistant Controller, 
Automotive Division 



1 (Accounting Supervisor 
/Accounts Payable 
{Section* Account log 

L 

pplier* 
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H* Supplier Perception of Purchase Decision 

The Assistant Sales Manager of the supplier of the bookkeeping machine 
was interviewed* His responsibilities, he said, are "direction and supervision 
of all of our people necessary to market, install, and give good customer ser- 
vice*" He said that one of his salesmen had been most involved in this sale 
and that his own role had been direction, with respect to customer service and 
in expediting the equipment to the purchaser company as quickly es possible* 

Asked who he thought it was at the purchaser company who decided to buy 
a new bookkeeping machine, he said be did not know* He also said he didn't know 
who decided to buy from his company, but guessed that it was "the Controller, 
probably*" 

He noted that the purchaser company "was a user, they had other of our 
equipment* 11 He thought they had bought from his company rather than from 
another supplier "because we have the finest equipment in the country* We 
are very well known in the industry*" 



II* Decision to Purchase a Printing Calculator 

A* Product Obtained 

The product purchased is a printing calculator* This machine is used 
to double-check invoices, to check total bills when there are a great many 
items bought at the same price, and to calculate percentages in figuring dis- 
counts* It does this work rapidly, using only a f ew steps or operations* 

This machine replaced a machine described by. tbe Assistant Controller, Accounting 
Department, as "a comptometer, a very old calculator" plus adding machines* 

"Long 1 lets of items had to be added individually at times; it was time- 
consuming," the Assistant Controller said* Also, the old calculator was, 
the Purchasing Agent said, beyond repair* 

B* How Need Came Up 

An Increased work load in the Accounts Payable section of the Ac- 
counting Department prompted the head of that section, the Accounting Super- 
visor, to bring the need for a new calculator to the attention of his superior, 
the Assistant Controller, Automotive Division* The Assistant Controller recalled 
this as having occurred in the Spring of 1966* 

C* Deciding to ,Qst a New Calculator 

The Assistant Controller said that he discussed the possible need for 
a new calculator with his superior, the Controller of the Automotive Division* 

The Assistant Controller said that the purchase was made on "my recommendation* 
(The Accounting Supervisor) is under me. He needed it in his department*" The 
Controller indicated that there had been some doubt at first about the desira- 
bility of making the purchase* Discussion between the Assistant Controller 
and the Controller, the latter said, was "to see if the need was real--could 
they get along without it." The uncertainty was resolved, the Controller 
said, by "evaluation of the budget--the beet benefit to the company. We 
decided we needed it and the budget allowed it*" 
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While approval for the purchase was given by the Assistant Controller 
and the Controller, both attributed greatest influence on the decision to get 
the new calculator to the Accounting Supervisor who initiated the purchase. 

In explaining the reason for the Accounting Supervisor’s influence, the 
Assistant Controller said, “I expect him to run an efficient department. 

He is one of the men under me and I can’t expect him to do a good Job without 
proper equipment. M The Controller g£ve a similar reason for the great in- 
fluence of the Accounting Supervisor on the purchase, saying "Because he*s 
the one who has to get the Job done. 11 

Before the purchase was made, it was approved by the Manager of Facilities 
and Equipment and by the Executive Committee on Capital Expenditures, composed 
of two corporate Controllers and the President of the Automotive Division. 

The necessary approvals were obtained in July 1966. 

D. Selecting a Supplier 

The Accounting Supervisor had been given a "loaner" from Supplier A 
by "a salesman who came in off the street*" in the words of the Purchasing 
Agent. This is the same supplier from which the department obtained its 
bookkeeping machines. The matter came to the attention of the Purchasing Agent 
when the salesman from Supplier A telephoned the Purchasing Agent and asked 
whether the company was going to purchase this "loaner" calculator. 

The Purchasing Agent telephoned at least three other companies, however 
and got additional "loaners." He indicates that four suppliers in all were 
considered. In addition, two other suppliers are mentioned by other persons 
as having been considered. 

The Accounting Supervisor preferred the machine of Supplier A, the one 
which had provided the original "loaner." The Purchasing Agent said that Pur- 
chasing usually goes along with the brand wanted by the requestor but that, 
in this case, he urged the Accounting Supervisor to accept a machine from 
Supplier B. The reasons he had for preferring Supplier B were, the Purchasing 
Agent said, the "price angle" and "our experience with (Supplier £)•" Of 
these reasons the most Important he said was the past experience with Supplier 
B. 



The Assistant Controller and the Controller of the division also became 
Involved in the choice of the specific machine to be purchased. The Assistant 
Controller said he talked with the Purchasing Agent about the prices of various 
models. He also talked with the Director of Purchasing about the matter, ac- 
cording to the latter, although the Director of Purchasing left the matter 
completely in the hands of the Purchasing Agent. ,r The only problem was price-- 
whlch was the best to get for the least amount of money," the Assistant Con- 
troller said. The Assistant Controller felt that the loaner which the Ac- 
counting Department had from Supplier A "was too sophisticated compared to the 
end result we needed." He noted that the Accounting Supervisor had preferred 
the more sophisticated machine and said that the differences of opinion were 
resolved "by discussion mostly." Supplier B was chosen, the Assistant Con- 
troller said, primarily because of price and also because they "offered an 
adding machine with the deal." 
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The Assistant Controller felt that he had the greatest Influence on the 
type of machine selected* "I liked the idea of the adding machine/' he said* 
f, It was left to me to ma ce the decision. My own boss went along with me." In 
the course of his deliberations, the Assistant Controller had contact with 
a salesman from the successful supplier to help him decide "whether or not I'd 
decide to buy it/' 



Hie superior, the Controller, said that, in addition to discussing the 
matter with the Assistant Controller, he had also talked with the Purchasing 
Agent. The Controller said that he "selected the complexity of the machine 
we bought because that determines the price* **I made the final decision* It 
was really the price ttat determined it," he said* He said also that difference 
of opinion about the type of machir.3 were resolved On the basis of cost 
and of the Accounting Supervisor's preference. He attributed greatest in- 
fluence on the choice < f the particular machine to the Accounting Supervisor 
because "his people usr, : it; he's held accountable for the efficiency of his 
department*" (The Controller did not refer to the fact, and perhaps was 
unaware, that the Accounting Supervisor's original preference for the more 
sophisticated machine '/as not met.) 

i 

A purchase order for the new printing calculator was sent out in July 
1966. The machine was delivered in August 1966* 



E. Sources of Information 

Asked about the ways in which he got information about calculators 
or about suppliers of calculators, the Assistant Controller. Automotive Dlv- 
JLsion, mentioned discussions with the Purchasing Agent and with the Account- 
ing Supervisor. "Both (of them) had contact with suppliers," he said. 

"They knew the salesmen— what the different kinds of machines could do; 
prices." He felt that his most valuable source of information was the Pur- 
chasing Agent whom, he said, "Seemed to have the most information. He spoke 
with suppliers." The Assistant Controller said that he had not obtained rele* 
vant Information from people outside the company, nor did he recall seeing 
any relevant materials in any publications* 

The Controller* Automotive Division said that "I got it all (my infor- 
mation) from (the Assistant Controller) who explored this with the Purchasing 
Department and with (the Accounting Supervisor)*" The Controller said that 
he had seen relevant advertisements in the Journal of Accounting and articles 
on new kinds of office equipment in Office Management * As his cost valuable 
source of information, he named "the demonstration (of the machine) --the 
employees' ability to use it and feel comfortable with it* Zo this case, 

(the Accounting Supervisor)*" 



The Purchasing Agent said that he got relevant information from a sales- 
man who had called on him about a month previously and by calling supplier 
companies which he asked for information and for "loaners," He said he did 
not get any information from people outside the company nor did he see' rele- 
vant articles or advertisements in any publications* As his most valuable 
source of information he named "the salesman's information* He submitted 
his unit* Also, our experience with other (Supplier B) machines." 
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The division Director of Purchasing who had little involvement in this 
purchase, said he had gotten relevant information from his assistant, the Pur 
chasing Agent. He said this was his most valuable source of information 
"because he is responsible for making these decisions and I go by his advice. 
He said he had not obtained information from people outside the company but 
had seen advertisements in Purchase Week and in a business journal the name 
of which he could not recall, 

F. Summary of Persons Mentioned as Involved in Purchase 

Top Management ; Finance Committ ee--President , Automotive 

Div.; two Corporate Controllers 3 

Controller, Automotive Div.; Assistant 
Controller, Automotive Div.; Accounting 
Supervisor, Accounts Payable Section 3 

Director of Purchasing; Purchasing 
Agent 2 

Manager, Facilities and Equipment 1 

Total 9 



Finance : 

Purchasing : 

Other: 
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G . pattern of Communications Concerning Purchase of Printing Calculator 



"Finance Committee" 
(President , Div; two 
Corporate Controllers 



Director of 
Purchasing rc y 



j 



Purchasing Agent,] 
Purchasing 





ontroller, Auto-/ 
otlve Div. I 






^Assistant Controller, 
[Automotive Ply, 



t 



Manager, Facil- 
ities and Equip- 
ment 



^Accounting Supervisor 
Accounts Payable 
^*7 [Section. Accounting 
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Purchase pecision Study 
Survey Research Center- 
University of Michigan 



16. CASE STUDY: DECISION TO PURCHASE AN ELECTRIC TYPEWRITER 



I. Purchaser 

The purchaser is the main division of a company which is primarily 
a designer and manufacturer of high quality organs and pianos. This 
division produces a large number of organ models and has several plants 
within the same city. The Purchasing Department of the main division, 
where this study was done, employs eighteen persons. The division is 
completely responsible for its own purchasing. 



II. The Product Obtained 

The product purchased is an electric typewriter used by the Secre- 
tary to the Director of Public Relations in the main division of the com- 
pany. The machine is used for typing letters and master sheets for quantity 
reproduction. One specific use is for typing reports which go to finan- 
cial associates and stockholders. For this reason, as the Office Ser- 
vices Manager, Data Processing Department, commented, the machine is one 
"which must be kept in top order. 11 A similar machine, of the same make, 
was used prior to the purchase. 



III. How Need For Product Came Uo 

All master copies typed on the typewriter used in the Public Rela- 
tions Department are sent to the Off-set Implicating Department. In 
June, 1966 the Off-set Implicating Supervisor noticed that copies being 
obtained from masters typed on this typewriter were not adequate and no- 
tified the Office Services Manager about the matter. "He was getting 
poor copies" the Office Services Manager said. After investigating this 
problem, including disucssing the need with the Secretary to the Public 
Relations Director (i.e., the woman using the typewriter), the Office 
Services Manager in early July called in a man from the former supplier 
"to give me an estimate on repair." The supplier representative told him 
that the entire key mechanism would have to be replaced and quoted a 
"high figure" for this repair work, he said. The Office Services Manager 
checked on the past repair bills for the machine, and considering these 
along with the costs of additional repairs, "decided a new machine was 
preferable." "If the cost of repair hadn't been so high," he said, "we'd 
have repaired it." 



★Interviewing for this study was conducted by the National Opinion 
Research Center. 
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IV, Deciding To Get A New Typewriter 

Having concluded that purchase of a new typewriter was desirable, 
che Office Services Manager then had to have, in his words, "qufte a 
series of approvals here"for his recommendation. On June 23, 1966, he 
sent a purchase recommendation to his superior, the Data Processing Man- 
ager, stating the item to be purchased, the dollar value, and the reason 
for the purchase* This requisition sent to the Data Processing Manager 
was also signed by an officer in the Public Relatins Department, which 
would use the machine. The Data Processing Manager can, the Office Ser- 
vices Manager explained, "send the requisition on for further approval or 
send it back for further clarification." In this case the Data Processing 
Manager approved the recommendation. The Data Processing Manager said 
that it was his role to decide "whether it was completely Justified." "This 
was a special need for (Public Relations Director)," he said. 

The Data Processing Manager, having approved the purchase recommen- 
dation, then sent it on to the Executive Vice-President. The Executive Vice- 
President noted that "I could have vetoed the requisition if there was any 
question about it. As it was I okayed it." He said he did not discuss 
the decision to buy with anyone--it being the Office Service Manager* s 
"province," but commented that the repair records on the machine indicated 
the need for replacement. 

After the requisition was approved by the Executive Vice-President, 
it was forwarded to the Budget Manager (no longer with the company), who 
approved the expenditure, and then was sent on to the President. The 
President could recall very little about the purchase and his approval, 
unlike that of the Executive Vice-President, was indicated by a key informant 
to be just a formality. "I accept the word of responsible people. I 
must," the President said. 

All four persons interviewed (Office Services Manager, Data Pro- 
cessing Manager, Executive Vice-President, and President) agreed that the 
Office Service;. Manager had the greatest influence on the decision to get 
a new typewriter. ’^This is his dl'^ct responsibility, 11 the Data Processing 
Manager said. "He has control over «il typewriters and makes evaluation 
on repairs. ..on all office equipment." 

The influence of the Office Services Manager on such purchases is 
evidently considerable enough so that sometimes he tries to eliminate the 
delays due to the necessary series of approvals. "In many cases, I 
short-shop," he said. "I get the equipment in faster by talking to the 
salesman. I tell him the requisition is in but I need the equipment im- 
mediately. On borne salesman, I call Purchasing, get a purchasing order 
number and advise them of my requisition number so they can tie it to- 
gether. This way the salesman can bring in the equipment next day and we 
cut delay." In this case, however, the more regular full procedure was 
followed. The purchase order was issued by a Buyer in the Purchasing 
Department on July 15, 1966. 
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V. Selecting A Specific Supplier And Model 

While a number of suppliers make electric typewriters, the company 
did not consider anything other than the successful supplier's product. 

"We have standardized on (Supplier A) on typewriter," the Office Ser- 
vices Manager said. "The actual decision was made prior to my coming 
here but I myself have found (Supplier A) to be most satisfactory and 
we get excellent service. The longevity of machine-- fine craftsmanship-- 
is another factor. The utility-per-dollar value is exceptional." In 
further explaining the advantages he saw to standardization, he said 
"It cuts down the number of people for repair. ...I had several companies 
offer service. I am a firm believer in dealing with the original com- 
pany. Repair may be more but it is better and faster." 

The standardization on Supplier A for electric typewriters got 
spontaneous support from the Executive Vice-President who commented, "I 
have a long-standing feeling about the serviceability of (Supplier A) 
equipment...! approve (Supplier A) equipment." 

However, the standardization appears to be less than completely in- 
flexible because the Data Processing Manager mentioned that the Office 
Services Manager consulted him about the choice of supplier as well as 
about the type of machine to be purchased. 

The Office Services Manager was the only person at the company who 
had contact with the salesman from the successful supplier. As men- 
tioned, he called in a salesman to estimate the cost of repair on the older 
machine. The salesman offered to lend the purchaser a machine while theirs 
was being repaired. However, after the repair estimate had been made, 
the salesman suggested that the purchaser buy a new machine rather than 
repair the older one. He said that the machine could be repaired but 
that it could not be repaired to the level of excellence required. 
Apparently, the Office Services Manager felt complete confidence in the 
void, of the salesman. He described him as "...one of the finest salesmen 
I have ever met. His approach to my problem is not a sale for sales 1 
sake." The Office Services Manager further added that the salesman 
analyzed his problems and got to the point "with my interest at heart." 

The Office Services Manager noted that standardization on a single 
supplier was not necessarily the rule in his company. "On a copy machine, 

I have investigated about twenty different companies," ha said. 
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V I • Source s of In fo rmati on,. Ab out Pro duct and Suppliers 

The Office Ser vice s Mana ger had had considerable experienc ■ * with this 
specific type of equipment in the past* At one time he was a typewriter 
repair man and consequently had an unusual amount of knowledge about 
typewriters. He had also visited plants of two suppliers. He said 
further that he had received information about typewriters from "members 
of the American Management Society." "I get together with other office 
managers and talk over problems and equipment," he explained. 

Asked whether he had seen relevant materials in any publications, 
he said "Not on this product. But, if I see something, I send for further 
information. I usually consult Office Man age ment and Administrative 
Ma nagem ent . Such publications, he said, "usually have complete break- 
downs on office equipment. I consult it often to help make decisions on 
much equipment." 

For this particular purchase, however, he felt that his most val- 
uable source of information was the representative from the successful 
supplier, of whom he thought so highly. 

The Data Process ing Mana ger said that he got information relevant to 
the purchase "through my association with offices" and, more specifically, 
from the Office Services Manager. He felt that the latter was his most 
valuable source of information "because it's his Job to know what’s needed 
and what is most suitable." 

The Data Processing Manager said that he had seen relevant materials 
in several publications: Data Processing Magazine . Bu s iness Automation 

and Modern Office Procedures . He mentioned specifically seeing typewriter 
evaluations. They "pick a piece of machinery and make complete evaluations 
on all makes." 

He said also that he had discussed typewriters with "people in the 
field" (i.e., data processing). "I must be aware of typewriters generally" 
he said, explaining "typewriters are becoming more closely associated with 
data processing because they are used as input to computers." 

Both the Executive Vice-President and the President > both empha- 
sizing their lack of direct responsibility for the purchase, said that they 
had obtained no information about typewriters or typewriter suppliers. 
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VII* Satisfaction With, Deci sion 

All the respondents said that they had been completely satisfied with 
the decision at the time it was made. The Office Manager said 1 e felt 
satisfied because the trade-in allowance was sufficient and "I got exactly 
what I look for. 11 The Data Processing Manager said that he was completely 
satisfied since the need for the typewriter was evident and the make of 
the machine was standardized equipment for the company. The Executive 
Vice-President said he felt satisfied because of his "long standing 
feeling about the serviceability of Supplier A*s equipment. 11 The Pres- 
ident said he had been satisfied because he accepted the word of the 
persons concerned in the purchase. 

All of the respondents indicated that they would be in favor of 
making the same decision again. 



VIII. Summary Of Pe rs ons Mentioned As Involved In Purchase * 



Too Management : President, Executive Vice-President 2 

Services : Data Processing Manager, Office Services 

Manager, Off-set Duplicating Supervisor 3 

Public Relati ons; Public Relations Officer, Sec- 
retary of Director of Public Relations 2 

Financial : Budget Manager 1 

Purchasing: Buyer 1 

Total 9* 



*Also mentioned as sources of information, though not directly 
in this case, were an unspecified number of other office managers spoken 
to from time to time by Office Services Manager and an unspecified number 
of people in the data processing field spoken to from time to time by the 
Data Processing Manager. 
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IX, Pattern Of Communication Relevant To Purchase 
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X, Suppliers Perception Of Purchase Decision 

The supplier salesman involved in this purchase said that he had 
contact only with the Office Services Manager concerning this purchase* 

,f I made a call at the corapany-1 initiated the particular purchase," 
he said* 

Asked who he thought had decided to buy a typewriter at this time, he 
mentioned the Office Services Manager, the Data Processing Manager and the 
Executive Vice-President* These were, in fact, the key people involved. 

He said he thought that it was the Office Services Manager who decided to 
buy from his company-- again substantially correct. He attributed this 
choice to the fact that "service is fast and perhaps the most important 
factor with (his supplier company) ... We attempt to give service in depth, 
and that perhaps is why (purchaser company) chooses our product." When 
asked how people at the purchaser company knew about his own company and 
its products, the supplier salesman said that the Data Processing Mana- 
ger had "been at our schools" and that the Office Services Manager had 
visited their plant and had been involved in seminars conducted by the 
supplier company. 



T*> 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



17. CASE STUDY: DECISION TO PURCHASE AN ACCOUNTING MACHINE 

I. Purchaser 

The purchaser is one of four divisions of a large midwestern corporation. 
This division manufactures a variety of types of printing presses, as well as 
carton-making equipment. Purchasing is handled by the division itself, except 
for purchases over $50,000 (capital expenditures) which must be approved at a 
corporate level. The Purchasing Department for the division employs a total 
of 13 persons. 



II. The Product Obtained 

The product, which is an accounting machine, keeps' a record of accounts 
receivable and was purchased for the Repair Billing Department. The machine 
posts debit and credit to customer's accounts in a simultaneous operation, 
producing a monthly statement. It is also used to obtain an automatic trial 
balance, and it enables the company to know at the end of the month whether 
or not all figures are recorded. Before this product was purchased, another 
similar machine war. used; however, it was less automatic (it involved mostly 
manual posting) and took more time to operate. 



III. Kow Need For Getting Product Came Up 

In about May, 1966, the Bookkeeping Operator, Repair Billing section, 
recognized a need for this product. The posting machine she was using at 
the time was quite old and worn out. In fact, things had reached the point 
where the old machine was virtually inoperable. The Bookkeeping Operator 
contacted the Supervisor of the Repair Billing section about the problem. 

He, in turn, spoke to the Office Manager, Operating Controls Department, whose 
responsibility is, as he puts it, “supplying the tools of the office from a 
computer down to a paper clip." All of the persons mentioned are in the Ad- 
ministrative branch of the division, which is ‘responsible for accounting and 
other financial functions. 



Summary: Number Of Persons Involved In Discussion Of Nee d 

Financial 3 



* Interviewing for this study was conducted by the National Opinion 
Research Center 
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r ' IV. Deciding To Get A Product In This Category 

After the Office Manager, Operating Controls Department , was told by 
the Supervisor of Repair Billing, about the need for a new machine, he filled 
out an appropriations form estimating the cost of the purchase and giving 
reasons for requesting it* He also made an appointment for a demonstration 
with a supplier of accounting machines* This particular supplier has been 
providing office machines to the company for many years* Since the machines 
and the supplier* s service on them has proved very satisfactory, the Office 
Manager first contacted this supplier. 

Three persons (the Office Manager, Operating Controls Department; the 
Supervisor, Repair Billing Department; and the Bookkeeping Operator, also of 
Repair Billing) went to the supplier* s office for the demonstration. The 
Office Manager then consulted the Controller about making the purchase* The 
latter was in favor of buying a new accounting machine since the only other 
alternative would have been to use the computer* The Controller decided that 
the computer could not be spared for posting* Also consulted by the Office 
Manager was the Vice-President, Administrative, who decided that the company 
would poc switch over to any new billing machine systems since the time needed 
for installation would be too great. On the other hand, an accounting machine 
could be used immediately* 

The Office Manager gave particular attention to choosing the accounting 
machine eventually purchased because, as he put it, n It*s a very important 
operation--15,000 postings and $100,000 a month. Without proper control, you 
<* * can see the possibility of mishandling. We like to feel that when we bill a 

customer, we*re correct*" The Vice-President, Administration, had to authorize: 
the expenditure, as well as sign the requisition (June 1, 1966)* Signing 
the purchase order on the same day were the Director of Purchasing and the 
President of the Company (both Just as a formality, however*) 



Summary: Persons Involved In Decision To Get Product In This Category 

Financial 4 

Purchasing 1 

Top Management 2 

Total 7 



V* Seloctlnft^A Specific Type Of Product And A Supplier 

Several potential suppliers, each making more than one type of product, 
were available. However, only two such suppliers were actually considered* 
Actually, only Supplier 1 seemed to be seriously considered. The purchaser 
company had used this supplier's products for many years and wa$ quite satis- 
fied* Also, Supplier l*s accounting machine had automatic features which 
Supplier 2 could not furnish* 
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As described earlier, three people (the Office Manager, Operating Con- 
trols Department, and the Supervisor and Bookkeeping Operator of the Repair 
Billing section)all went to Supplier l's office for a demonstration of a 
billing machine. The Office Manager, Operating Controls, then spoke to the 
Controller and the Vice-President, Administrative, about the choice of a 
particular billing machine. He also discussed this choice with the Super- 
visor of the Repair Billing section, and the Bookkeeping Operator who would 
be operating the new machine. It was the Office Manager who made the final 
decision to get Supplier l's machine. His recommendation concerning a 
supplier was in accord with the opinions of the others who discussed this 
matter. 



Summary: Number Of Persons Involved In Choice Of Specific Product And/Or 

Supplier 

Financial 4 

Top Management 1 

Total 5 



VI. Sources Of Information About Product And Suppliers 

The Office M anager Operating Controls Department , lists several tech- 
nical publications (Buyers Laboratory . Update , and The Office ) . certain 
business shows (the Business Equipment Machine Organization shows), his own 
investigations into products and suppliers, and the operator's manual for the 
accounting machine that the company eventually purchased, as his sources of 
information. He felt that the operator* s manual was his most valuable source. 

The Bookkeeping Operator , Repair Billing Department , states that the 
company had used this supplier's machines before, and that she was currently 
using one. She felt that her most valuable source of information was actually 
operating the various types of new machines and comparing their different 
features at the supplier's demonstration. 

The Director of Purchasing did not receive any information bearing 
specifically on this purchase until he received a requisition for the new 
accounting machine. However, he felt that his most valuable source of in- 
formation about this type of product was a testing service report. 



VII, Satisfac tion 

Those interviewed said they had been "completely satisfied" with the 
decision at the time it was made. The Office Manager felt that "no better 
product existed on the market •" The Bookkeeping Operator stated she was 
satisfied because she was "looking forward to getting a new machine after 
having considerable trouble with the old onei* The Director of Purchasing, 
though he had not been consulted about this decision, felt quite satisfied 
because he felt that the product purchased was the best possible choice. 
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All three respondents also said they would make the same decision if 
they had to do it over again. In explaining his feeling about this, the 
Office Manager cited the Manufacturer's guarantee of 100 hours of aervice 
labor. The Bookkeeping Operator gave the new machine's adequate performance 
as her reason. 



Summary Of Persons Involved In Any Phase Of Purchase 
Financial 4 

Purchasing 1 

Top Management 2 

Total 7 



VUIt Supplier's Perception Of Purchase Decision 

The salesman from the supplier said that he had had most contact with 
the Office Manager, Operating Controls Department, and with the Supervisor 
of the Repair Billing Department. Asked who he thought it was who took part 
in the decision to buy an accounting machine at this time, the salesman men- 
tioned the Office Manager, the Supervisor of Repair. Billing, and the Vice- 
President, Administrative. These were, in fact, key people, though not the 
only ones involved in the decision. 

When asked who he thought decided to buy the product from his company, 
rather than from another supplier, the salesman said that it was the Vice- 
President, Administrative. (Although the Vice-President did authorize the 
expenditure, he had not actually chosen the supplier.) Finally, the salesman 
suggested that the purchaser company bought his product because, r, We had the 
better product and the better system--we were able to provide a 307. increase 
in speed." 
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IX. Overall Pattern Of Cocaunlcatlons Concerning Purchase 
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Purchase Decision Study 
Survey Research Center 
University of Michigan 



18. CASE STUDY: DECISION TO LEASE A COMPUTER 



I. Purchaser 

The purchase company is a large organization which manufactures a 
variety of products for industrial use, including such products as power 
cranes, ball bearings, and coal preparation equipment# The company has 
plants throughout the country# Its corporate headquarters are in a mid- 
western city and the company also has two engineering plants in the same 
city. The computer was leased for use by the corporate offices and 
by the plants in its immediate area# The computer is houffid at one of 
the engineering plants in the headquarter city. This plant produces primarily 
moving and processing equipment# 

Each of ten plants in the company has its own purchasing office and 
handles its own purchasing independently. There is also a purchasing 
office at the corporate level for purchases at the corporate level# 

II. The Product Obtained 

The product obtained was a third generation computer, which was leased 
along with some peripheral equipment# The peripheral equipment was 
pneumatic tubing, that feed four departments (Engineering, Accounting, 
Purchasing, Production) into the new computer* The computer is used for 
technical aomputat ions, including engineering specifications, cost 
estimation, and production planning and scheduling* Sales statistics 
and potential sales forecasts, payrolls, mailing lists and inventory 
control computations are also made on the new computer, For some 
plants the computer can be used in making price lists, for order-writing, 
invoicing, and for accounts receivable and payable. Since the company 
is a multi-plant organization, the computer can also be used for centrali- 
zed reports. 

Ill# How Meed For Getting Computer Came Up 

The need for the new computer was first discussed seriously in April 
of 1964, although it might be considered an outgrowth of the first 
computer installation at the company in 1962. The need for the 
computer was not recognized by any one individual, but was generally 
discussed among the company's management personnel. 

As the Data Processing Manager explained, the purchaser had several 
smaller scale computers (made by the successful supplier company) before 
this new computer was leased* He went on to explain that hew applica* ions 
were continually being put on tMse smaller computers but that these 
computers had "certain limitations." At this time, the successful supplier 
was Just coming out with a new model computer and sent one of their 
representatives to the purchaser company. The supplier representative, in 
a vay, then, initiated serious discussion about obtaining a new computer. 
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interviewing for this study was conducted by the national opinion research 
Center, University of Chicago# Interviews were conducted during the period 
of January through March 1967 with the persons who are starred on the com- 
^ tnun.ications diagram# 
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In the beginning, much of the discussion took place on a purely 
informal level. When the idea actually began to take shape, however, meetings 
were held on a more formal basis. The former Plant Accountant was re- 
garded by several of the respondents as having "led the way," although 
other persons from Engineering and Production helped to initiate early 
discussions, The former Plant Accountant first discussed the need with 
the Divisional Engineer in charge of technical computer operations and with 
the Special Projects Engineer and further consulted the Data Processing 
Manager. The Divisional Engineer and the Special Projects Engineer also 
discussed the need for the computer with the Plant Manager, who spoke 
to the Shop Superintendent, to the Data Processing Manager and to the former 
Plant Accountant, The Chief Engineer, who helped encourage these early 
discussions, sp 0 ke about the possibility of leasing a computer with the 
Vice-President of Engineering, with the Plant Manager, and with the present 
Plant Accountant, and was consulted by the Divisional Engineer. The 
present Plant Accountant discussed the matter with the Manager of 
Computer Operations, with the Controller, and with the Chief Engineer. 

Most respondents suggested that no single individuals could be 
pinpointed as having first recognized the need for the computer. The 
present plant Accountant said . that recognition lof the need "was a 
combination of thought among the company's management." The Data 
Processing Manager noted that there were approximately twenty to twenty- 
five meetings held, avaeraging about six to ten persons, (apparently 
primarily those mentioned) during which only the need for the computer was 
discussed. 

IV. Deciding to Cet A New Computer 

Because the decision to install a computer is such a major one and 
requires so much research, many persons were involved in one way or 
another in the decision. Thirteen persons were specifically mentioned by 
respondents as having contributed to the final decision. 

The first step was an effort on the part of a number of management 
people to determine the economical and practical advantages of leasing a 
larger model computer. For one year, apparently, from about July 1964 to 
October 1965, plant personnel made what they call "economic feasibility 
studies." Informal reports were written up during the year and formal 
ones presented at the end of the study. 

Several people were involved in this research. The Manager of 
Computer Operations (Corporate Offices) was one of the persons who, as he 
put it, "helped with the feasibility study-with reviewing various 
manufacturer's computers." He also "determined what new applications 
could be put on and the determination of doing these applications in a 
better way than we were doing them." The Data Processing Manager was also 
involved in these studies, working primarily on the computer's value in 
regard to commercial applications. The Plant Manager, the man who 
was Plant Accountant at that time, the present Plant Accountant, the 
Chief Engineer, and the Divisional Engineer also worked on the economic 
feasibility studies. 
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company. As he put it, "We couldn't live with our prodcution control 
system. The simplest approach to give better customer service was through 
a better production control system. Also. •• it was .very necessary to have 
this computer in engineering... to give optimum design and price to our 
customers. " 




The Chief Engineer was equally concerned that the company install a 
computer. He believed that its main advantages were "cost savings [and] 
accuracy . 11 He thought that it would bring about "better service to sales 
organization as well as our customers . 11 He added that a computer also 
makes the Job of engineering less boring." 

The Chief Engineer indicated that the Divisional Engineer also had a 
great deal of influence on the decision. He .said("The Divisional Engineer's) 
Judgment and knowledge would influence me to a great extent. He is in charge 
of computer operation for Engineering, llis enthusiasm and conviction that 
this is the thing to do in general. We both believe that a company of our type a 
and also many, many other companies that do not have a computer complex are 
out of date at the present. He and I were both parallel in all problems 
concerning the situation." The present Plant Accountant, who also contributed 
to the final decision, felt that "product improvement and cost reduction 
were the prime considerations" in the decision to lease the computer. 

Differences of Opinion . However, feelings were mixed among management 
personnel as to the value of a new computer. The Manager of Computer Operations, 
who spoke with all the managers of the various departments (sales, engineering, 
purchasing, personnel and production) at the corporate level*, indicated 
that there was some difference of opinion on whether the computer should be 
leased. He said that some people did not feel that the work that had -to 
be done could be done on a computer. Some fait that it could be done 
more economically manually. Others, he said, felt that there would be a loss 
of jobs, and some would have liked to have seen the work done Just as 
before. In addition, the Plant Manager, who attended meetings on the 
subject with the Data Processing Manager, and the former Plant Accountant, 
commented, "We all don't believe the accomplishments' will be as great as 
some predict. It might cost too much for what you get out of it. You might 
spend a great deal more on programming than you expected. The results might 
not be as glowing as some predict." 



Reasons for Decision . But In general, the respondents felt that the 
anticipated cost savings and better customer service were overriding considera- 
tions. The i resent Plant Accountant felt that "product improvement and cost reduc 
reduction were the prime considerations" in the decision to lease the computer. 

In addition, accuracy of design, better scheduling for delivery, more efficient 
control of the operations and production control system, as well as the fact 
that engineers are hard to get, were mentioned as factors which all 
contributed to the final decision to lease the computer. 





*The Manager of Computing Operations appeared to be ref errir\g to persons 
at the Corporate level, where he himself Is. He could not be reached 
for confirmation, being on an extended vacation. 
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After the one year study concerning tne desirability of the leasing, 
formal reports were written up and presented to t he Plant Manager of the 
plant at which the computer was to be located and at which data processing 
is done for the executive office and plants in that city. It was his 
Job to evaluate the reports and to weigh the various differences of 
opinion. He commented, 11 I had to resolve them. I had to list them and 
then make up my mind which way to go." After studying the reports carefully 
it was the Plant Manager's opinion that the Advantages outweighed the 
disadvantages." 

Before the decision could t}e made final, approval had to be secured 
from the Controller, from the Vice-Ergeident of the Treasury Division, 
from the Vice-President of Engineering, from the Executive Vice-President 
and from the President. The Chief Engineer and the former Plant Accountant 
who at that time was in charge of the current computer and has been described 
as the "spark plug of the whole computer activity," were responsible for 
"selling" the computer idea to their Controller, who cleared it through 
the Vice-President of the Treasury Division, The former Plant Accountant 
and the Chief Engineer also helped to convince the Vice-President of Engine- 
ering who felt that "cost saving and accuracy of design'^ were the 
principal considerations. He said^that the study the plant made convinced 
me it would be a cost-saving arrangement." Finally, the proposal to lease 
the computer was presented to the President ar.d to the Executive Vice-President 
for approval. 



V. Selecting A Specific Type of Computer And A Supplier 

Out of a number of possible suppliers, the purchaser company considered 
five, requesting that each provide specifications on their computer, on 
the price, and on the potential of the computer to fill the company's 
future needs. As the former Plant Accountant described it, "We called 
in [Supplier A, B and C.J We gave them an example of the engineering 
application. They were to tell us how this could be done on their 
computers." 

Studies were made which evaluated various manufacturers 1 computer 
models with respect to the purchaser's applications and specifications. Theo 
decision on the type of computer and on the supplier were made simul- 
taneously. The rucdessful- supplier was* considered dost seriously since 
as the Plant Manager explained, "they are leaders in the field — more 
experienced," The Data Processing Manager and the Plant Manager, among 
others, contacted other plants using similar equipment made by the 
successful supplier " to see what they were doing" and "to see what they 
thought of it." 

The Plant Manager was concerned with both the type of computer and 
the supplier, He spoke with pbople in Engineering, Production and Accoun- 
ting and with some of the successful supplier’s t6p .officials : abdut s 
computers. Also, he had contact with the supplier's sales representative, 
their sales manager, and a systems engineering manager. The Plant Manager 
felt that the feet that the supplier was one of the leaders in the field 
of computers wiis a crucial point in their favor. He said that the fact 
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that they were experienced, and for that reason could ba of assistance, 
was a prime consideration. 

The Chief Engineer also had contact with the supplier. He had a 
personal interview with one of the sales representatives from the 
supplier, during which they discussed all aspects of the computer (e.g. 
costs, applications, service, educational programs, etc.) He discussed 
these matters with the Plant Manager and with the present Plant Accountant, 
along with several others in the corporate offices. (Elsewhere he 
specifies contacts with the Controller and with the Vice-President for 
Engineering at the corporate level.) 

The present Plant Accountant also had contact with the supplier sales 
representative, who assisted him by providing information cn both the 
system design and the cost. The Plant Accountant was more involved 
in the selection of the supplier than of the specific computer model. He 
explained that it is a function of his position to help meke this decision 
taking factors such as price, delivery and capabilities into consideration. 

He discussed this matter with the Controller and with the Manager of 
Computer Operations. 

Differences of Opinion . The Manager of Computer Operations, who was 
involved in both the selection of the supplier and the type of computer 
explained that there was some difference of opinion as to which supplier 
provided the best soft-ware and had the best methods of doing the various 
applications. He said that many of the companies did not have random 
access devices (a method of obtaining information from the computer.) 

These differences, he said, were resolved through meetings and reviews of - 
the purchaser's applications. He added, that he thought the fact that 
this supplier offered the best random access devices was essential to 
their being chosen over others. He mentioned cost, service and the fact 
that they were judged to have the best soft-ware as being other reasons 
for their selection. The Manager of Computer Operations gained most of his 
information from the salesmen of the various manufacturers, with whom 
he had continuous contact. 

The Data Processing Manager was also concerned with the particular 
type of computer to be selected, analysing the various computer models. 

He consulted the former Plant Accountant and also gained technical information 
from the supplier sales representatives. The Special Projects Engineer 
in turn, was consulted about the choices by the former Plant Accountant. 

He too, met with the sales representative to discuss the equipment. He 
suggested that the purchaser’s previous experience with the **endor and the 
fact that th.»y had used a great deal of their equipment also entered into 
their selection. 

Responsibility . The Chief Engineer and the former Plant Accountant 
had the greatest responsibility both for the decision on the supplier and on 
the specific computer model. The Chief Engineer was primarily concerned 
about the choice of the particular kind of computer. As he explained, 
his involvement with the model was due to the fact that "...it was to be 
used for technical work and I am more knowledgeable as to what I expect to 
accomplish," 
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After recommendation from the Divisional Engineer and the Data 
Processing Manager, the Chief Engineer and the former Plant Accountant 
made their final decision on both the supplier and the computer model. 
Formal reports were written up and presented to the Plant Manager for 
approval. These were then given to the Controller (Corporate) and to the 
Vice-President, Treasury (Corporate). These Corporate officials gave their 
approval, which was endorsed by the President and by the executive Vice- 
President. The computer was ordered from the supplier in December 1966. 

After the decision to lease a computer from this particular supplier 
had been made, several persons from the purchaser company attended a 
one week seminar at one of the schools of the successful supplier to 
learn more about this model computer and about how much educational 
training would be required. Some of the specific persons who attended were 
the Chief Engineer, the Divisional Engineer, the former Plant Accountant, 
the Data Processing Manager, and the Special Projects Engineer. 



VI. Satisfaction With the Purchase Decision 

Five of the eight respondents said that they had been "completely 
satisfied" with the decision to purchase the computer at the time it was 
made. Several persons gave as reasons that the computer would fulfill 
the purchaser's needs and had all the capabilities required. One 
respondent said he was completely satisfied because "after studying all 
the technical points, I felt [successful supplier] had the best equipment 
to do the job we wanted to do." Another respondent indicated that after 
the plant's extensive study, he was convinced that the purchase of the 
computer would be a "cost saving arrangement." 

Out of the eight respondents, three were only "fairly satisfied" with 
the purchase decision, One of these persons said that he is never 
completely satisfied, as there is always room for improvement. Another 
explained that he was only fairly satisfied because of known failures 
on the part of the supplier in the recent past# He went on to say that 
the supplier bad been unsatisfactory in their delivery of hard-ware and 
in release of specifications and soft-ware packages on the promised dates, 
which had cost the plant significant delays in their preparation for the 
economical utilization of the equipment. 

Asked whether, if this decision could be made over again, they would 
be in favor of making the same purchase, all eight respondents said 
yes. Five persons commented to the effect that the equipment had not 
been in full use yet and consequently had not had time to prove Itself 
unsatisfactory. Three persons specifically expressed their confidence in 
the supplier. Most of the respondents seemed to feel that the computer was 
a good one and would operate as anticipated. 
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V;*I. .Sources of Information About Product and Suppliers 

Asked about ways in which they got information about computers and 
about supplier of computers, people at the company gave the following in- 
formation; 

The Spec ial Projects Enginee r said he received much of his information 
from various manufacturing representatives and some general information 
concerning data processing from American Production and Inventory Control 
Society meetings* He also gained information of the use of computers from 
a large number of technical magazines, specifically, "A.P. E.X, " and Steel 
magazine. 

The Data Processing Manager was primarily informed through the sales 
representatives of the different manufacturers, who furnished the purchaser 
with manuals on their particular computer* The Data Processing Manager was 
also informed through the purchaser's contact with several present users 
of the supplier's equipment, to see vhat they thought of it* He explained 
that the plant wanted to see "how these computer manufacturers followed 
through on their promises*" He felt that his most valuable source of 
information came from responses to letters which the purchaser company 
sent to each computer manufacturer requesting information about their 
particular computers, 

The former Plant Accountant fe lt that his most valuable source of 
information came from the various manufacturers. He believed that "they 
are the ones who knew best what their computers could do as far as our 
requirements," He said that they gave each manufacturer an example of 
the purchaser's engineering application and that the suppliers’ engineers 
provided information as to how these applications could be done on their 
computers* 

The Chief Engineer said that he obtained most of his information from 
the vendor salesmen and their technicians, and also mentioned "vendor 
education programs" as a source of information* Ke received information 
from the study conducted by the purchaser's own personnel; read a great 
number of technical articles and "interviewed other companies that have 
used computers," He also mentions seeing a number of supplier advertise- 
ments* 



From the interviews with persons at other companies using computers, 
the Chief Engineer got technical, operational and financial information* 
He commented that he read almost all the technical magazines concerning 
computers along with supplier newsletters* In these publications, he 
daid, he saw things about "new concepts which might apply to us." 

The Vice-President of Engineering (corporate) said he did not get 
any information about the product, since, as he explained, "It was handled 
by the plant," 

The Plant Manager said he gained his most valuable information from 
the representatives sent by the successful supplier. He attended one of 
their schools for a week with several other persons from the purchaser 
company* (Chief Engineer, former Plant Accountant, Divisional Engineer, 
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Data f rocessing Manager, Special Projects Engineer). He visited other 
plants to see wha*" they were using and also plants using this specific 
equips ent . Finally, he said that he read a number of magazine articles 
(magasines unspecified) which described different computer systems and 
what they can accomplish* 

The present Plant Accountant felt that his most valuable source of 
information was the manufacturer's publications* He believed that the 
manufacturers were in the bes '* position to know what their machines 
could do. Having the various manufacturers present their equipment and 
then rentrasting those contacted, he felt, was the most reliable means 
of gal. ning information about the product* He also gathered some ideas 
from the publication Management Services . 

Yhe Manager of Computer Operations (corporate) attended conferences 
for data processing and other computer conferences at which the members 
exchatge: ideas on the uses of computers and their capabilities. He 
consulted a data processing systems book and also gained valuable infor- 
mations from the various manufacturers • 



€> 



Summary: Number of Persons (of Eight Interviewed) ;4ho M_entioned_ Cet_t_ing 



Information From Following Sources : 

Others in company 7 

Suppliers (representatives and literature) 7 

Supplier educational programs (schools, etc*) 2* 

iJsed standard reference work 1 

Saw article and/or ad in magazine 4 



Got information from persons(non-supplier) outside company 5 

*Two other persons interviewed apparently attended supplier educational 
programs but did nor. mention this* 
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VI lit Summary of Persons Mentioned As Involved In leasing Decision 
A# Inside Company 

Top Management : Vice-President, Treasury (corp) ; Vice-President, 

Engineering (corp); Executive Vice-President (corp); President 



(corp) 4 

Technical Specialists : Manager of Computer Operations; Data 

Processing Manager 2 

Financial ; former Plant Accountant; present Plant Accountant; 

Controller (corp) 3 

Engineering : Chief Engineer; Divisional Engineer; Manager, 

Engineering Dept* (corp) 3 

Production : Shop Superintendent; Special Projects Engineer; 

Manager, Production Dept, (corp) 3 

P urchasing : Manager, Purchasing Dept* l 



Other : Plant Manager; Superintendent of Industrial Engineering; 

Manager, Personnel Dept, (corp); Manager, Sales Pep^. (corp) 4 

Total 20 



B. Outside Company (Other Than Supplier ) 

1) Persons in other companies using computers, contacted by 
Chief Engineer, by Data Processing Manager and by Plant 
Manager (nuohorr undetermined 

2) Persons at meeting of American Production and Inventory 
Control Society, spoken to by Special Projects Engineer 
(number undetermined) 

3) Persons at conferences on computers, spoken to by Manager of 
Computer Operations (number undetermined) 
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IX, Pattern Of . Comma n I i cations* Concerning Purfchase* * 



[ Pres (Corp) 





*Persons starred were Interviewed, . 

**Since no organizational chart was available! organizational rela- 
tionships are approximated. 
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X. Supplier* s Perception of Purchase Decision 

The supplier representative who was most involved in this rental 
said that he had most contact with the former Plant Accountant who, he 
said, was in charge of the computer system at that time. He also had 
contact, he said, with the corporate Manager of Computer Operations, 
with the present Plant Accountant, with the Divisional Engineer in charge 
of computer operations, with the Data Processing Manager, with the Chief 
Engineer, and with the Plant Manager. Asked who he thought took part 
in the decision to lease a new computer, he indicated all of those 
people with whom he had contact. (These persons named did include most 
of the key individuals.) The supplier representative believed that 
persons from the purchaser company knew about his company because they 
had been users of its equipment for a long time. 

The supplier representative believed that the decision to lease the 
computer from his company rather than from another supplier was a "com- 
mittee decision" involving the former Plant Accountant, the present Plant 
Accountant, the Divisional Engineer and the Data Processing Manager. All 
the persons the supplier mentioned were definitely involved in the 
decision to purchase from the particular supplier, with the exception of 
the Divisional Engineer. (He may have been involved in this decision, 
although it is not mentioned at any place in the company interviews*) 

In addition to these persons named by the supplier representative, the 
Chief Engineer, the Manager of Computer Operations, the Special Projects 
Engineer and the Plant Manager were also involved in the choice of supplier. 

The supplier representative believed that the purchaser decided to 
buy from his company because they were able to convince the purchaser of 
the capabilities of their company to tupply the programming systems 
that best-suited the purchaser* s purposes. 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



19. CASE STUDY: DECISION TO PURCHASE A DATA RECORDING 



AND COMMUNICATIONS SYSTEM 



I. The Purchaser 

The purchaser is a steel company, which produces steel in a variety 
of forms (sheet, strip, and bar) as well as a number of steel products. 

It has plants in a number of cities throughout the country. The purchase 
being studied here was made for a steel-making works located in the same 
midwestern metropolitan area where corporate headquarters are found. 

The corporation has a number of divisions, some of which cover 
several plants, and each with its own purchasing office. The division 
purchasing offices have a loose coordination through a committee which 
meets several times a year to exchange information about purchases and 
suppliers. 

II. The Product Obtaine d 

The product purchased is a data recording and communications sys- 
tem. Twelve items, including a computer, make up the entire system. 

The main purpose of the system Is to transmit pertinent information 
about production to operators in 26 locations (e.g. rolling mill, 
metallurgical station) within the steel works and to one location in 
data processing. 

The system is also used for recording the processing operations. 
Assistant Chief Engineer 1, Engineering, said that eventually the system 
will be used "to finish steel automatically by pressing buttons." 

The system was purchased for a new mill. The data system was not 
included in the original plans for the mill but was recognized as a re- 
quirement during construction and was Installed prior to the start of 
mill operations. Without this type of system, information concerning 
material already produced and material still in process would have to 
be carried by hand by messengers and by loud-speaker systems, and be 
recorded in hand-written records. 

III. How Need Came Up 

The idea for the system was suggested by the Superintendent Plant 
No. 2, Mills, who, as he said, is "responsible for the quality of the 
product." He said that he had seen the data communication and recording 



interviewing was conducted by the National Opinion Research Center, Univ- 
ersity of Chicago. Interviews were conducted in May 1967 with the eight 
persons starred on the communications diagram, below, and with a repre- 
® jntative of the supplier company. 
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system used in other mills. "I could see how it saved labor but, even 
more important, it was more accurate," he said. He stated that it was 
he who "really inaugurated the idea for this mill" in about 19S2 or 1963. 



IV. Deciding To Get The System 

The Superintendent of Plant No. 2, Mills, brought the idea for an 
improved data recording and communication system to the attention of a 
number of others in the company. One such key person was the Manager 
for System Operations, who is in charge of systems and programming and 
responsible for designing and installing information systems that have 
been approved by top management. He said that the need was brought to 
his attention by the Superintendent of Plant No. 2, Mills, in the Spring 
of 1964. The Manager of System Operations said that he also discussed 
the matter with the Assistant Superintendent of Plant No. 2, Mills, and 
with Engineer 1 from the Engineering Department. "As a department, we 
recommended this type of system after investigation of other methods," 
the Manager of System Operations said. Also involved in this aspect 
of the decision-making was the Director of Systems Operations and a 
Systems Project Coordinator. The latter also discussed the matter 
with the Assistant Superintendent of Plant No. 2, Mills. 




The initiator of the idea, the Superintendent of Plant No. 2, 
Mills, also discussed the possibility of installing the new system with 
people in the Engineering Department — specifically, with Assistant 
Chief Engineer 2 and Engineer 3--and with the Superintendent of the 
Electrical Department. One of the major tasks of those in Engineering 
was to estimate the cost of installing such a system in the new plant. 
Others who became involved in this matter within the Engineering De- 
partment were Engineer 1 and Senior Engineer 1. Engineer 1' discus- 
sed the matter with the Assistant Superintendent of Plant No. 2, Mills. 



Industrial Engineering . Another department directly involved in the 
decision about whether to obtain the communic ations system was Industrial 
Engineering. The Superintendent of Industrial Engineering said that the 
matter was first brought to his attention by the prime initiator of the 
project, the Superintendent of Plant No. 2, Mills, in the Spring of 1964. 
He said he discussed the matter with Engineer 2 of the Engineering Depart- 
ment ar.d "probably a dozen other people who I can't remember." His de- 
partment, the Superintendent of Industrial Engineering said, "reviewed 
this system in order to lower our (the plant's) work force." In this 
work, Industrial Engineer 1 was involved and discussed the subject with 
the Assistant Superintendent of Plant No. 2 Mills. The Assistant Super- 
intendent of the Metallurgical Department also was consulted. 




In the course of the series of discussions concerning the possibility 
of getting the new communications system, there were some differences of 
opinion, according to the Idea's originator, the Superintendent of Plant 
No. 2, Mills. Questions raised concerned the Justification of the need 
for the system. The differences were resolved, he said, "by discussion 
and by final realization that such a system war needed and it was within 
the scope of money allotted for this mill." 
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Influence on Decision * Three of those having key roles in the de- 
cision to make the purchase-- the Manager of System Operations, the 
Superintendent of Industrial Engineering, and the Superintendent of 
Plant No. 2, Mllls--all named the latter as most influential in this 
decision. "He knew his needs, as Superintendent of the Mill," the 
Manager of System Operations said. "He summarized all the advice from 
the various staffs a nd it was for his department," the Superintendent 
of Industrial Engineering commented. However, the Assistant Superin- 
tendent of the Mill named a man higher up in the mill hierarchy--the 
Manager of Shape Mills and Roll Shops--as most influential in the pur- 
chase decision "because he was in a position where his opinion carried 
a lot of weight and he was convinced of the need for the system." 

Reasons for Purchase . The major reasons behind the decision to 
get the system centered on its advantages for efficient operation. 

The Superintendent of Plant No. 2, Mills, gave as the main reason for 
the decision "that it would do a more effective Job than would be done 
manually or could be done manually. " The Manager of Systems Operations 
named "the need for providing information to operating people in the 
fastest way;" the Superintendent of Industrial Engineering spoke of 
"a more effective operation" as the prime reason behind the decision; 
and the Assistant Superintendent of Plant No. 2, Mills, specified 
"the better control of rolling progress" as the most important reason 
for getting the new system. The latter also mentioned the greater 
accuracy under the new system and both he and the Superintendent of 
Industrial Engineering mentioned a reduction in necessary manpower as 
another reason for getting the system, 

Formal approval for the decision to purchase such a system was ob- 
tained from the Assistant Chief Engineer 2, Engineering, from two 
Assistant General Managers of the Mills, from the General Manager of 
the Works where the Mills are located, and from the President of the 
Company. 

V. Selecting a Type of System and Supplier 

While many suppliers manufacture this type of communications and 
recording equipment, it is usually custom-made to the specifications of 
the customer. At this purchaser company, the Engineering Department 
prepared the specifications for the system. Those in the Engineering 
Department involved in this project included an Assistant Chief Engineer, 
and at least two Electrical Engineers (Engineers 1 and 2) and a Senior 
Engineer 2 in the Engineering Department* The System Operations Depart- 
ment also helped to shape the general requirements of the system. The 
Manager of System Operations said he discussed the choice of the specific 
type of system with Engineer 1, with the Assistant Purchasing Agent, 
and with the Assistant Superintendent of Plant No. 2, Mills. 

Suppliers Considered . After the specifications were completed by 
Engineering, they were sent to the Purchasing Department in about July 
1964. Assistant Purchasing Agent 1, Purchasing Department, sent out 
the specifications to various suppliers. Eight suppliers were mentioned 

O 
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by those interviewed as having been considered at some time. Three 
suppliers were mentioned most often, evidently indicating that they had 
been considered more seriously (not all bidders were considered to have 
met the specifications adequately). In addition to Assistant Purchasing 
Agent 1, whose discussion with the Sales Department of the successful 
supplier concerned clarification of the specifications and of the price, 
two other persons among those interviewed had early contact with the 
successful supplier. The Manager of System Operations talked with the 
supplier Area Sales Manager, concerning the design of the system, and 
the Superintendent of Plant No. 2, Mills, had "information giving and 
receiving" discussion with representatives of the cupplier. 

Evaluation of Systems . Once bids had been received from various 
suppliers, a number of departraents--Engineering, Systems Operations, 
Industrial Engineering, Purchasing, and the Mill Operations people 
all took part in evaulation of the various systems. In the Engineer- 
ing Department, a Senior Engineer and an Electrical Engineer reviewed all 
proposals and made recommendations. The Manager of System Operations 
said that he "compared all available suppliers and their systems." He 
discussed the choice among systems with the Systems Project Coordinator 
in his own department, with Engineer 2 in the Engineering Department, 
and with the Superintendent of Plant No. 2, Mills. 

The Superintendent of Plant No. 2, Mills, said while he didn’t have 
direct responsibility for choosing the system, he "wanted to be sure 
the system was what I wanted and felt was needed for our operation." 

He discussed the matter with the Chief Engineer. The Assistant Super- 
intendent, Plant No. 2, Mills, also discussed the type of system to 
be obtained with the Systems Project Coordinator, System Operations, and 
with Engineer 1 from the Engineering Department. 

Assistant Purchasing Agent 1 said that he too "shared in the evalua- 
tion of the analysis of all the proposals." He said he discussed the 
choice of the type of system with Engineer 2 of Engineering, with the 
Manager of Industrial Engineering Services, with the Superintendent of 
Industrial Engineering, with the Superintendent and Assistant Superin- 
tendent of Plant No. 2, Kills, with the Manager of Shape Mills and Roll 
Shops, with Supervisor ljElectricot Department, and with the Systems Project 
Coordinator and Kartager'lri System Operations. 

Differences of Opinion . There were, initially, some differences of 
opinion about which supplier’s system to choose. "Each one had its own 
features and prices," the Superintendent of Industrial Engineering said. 
Additional information was obtained by sending Industrial Engineer 1 to 
visit the successful supplier and by sending Senior Engineer 1 and En- 
gineer 1 to other steel companies to Inspect and observe similar equip- 
ment already in operation. Finally, Assistant Chief Engineer 1 said, 
the company obtained "added suggestions to our original specs from the 
supplier." On the basis of all information, the differences of opinion 
wer resolved by conference of those involved,^ which the decision went 
against the original recommendation of the Engineering Department. 
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Reasons for Supplier Choice * Several basic reasons were given by 
respondents for the choice of the particular supplier. First, the sup- 
plier chosen made the lowest bid, a factor which was seen as the most 
important reason for its success by the Manager of System Operations, 
by the Superintendent of Plant No, 2, Mills, and by Assistant Purchas- 
ing Agent 1, Secondly, the equipment met the specifications. The 
Manager of Industrial Engineering, vho felt that "the equipment itself" 
was the number one factor in this choice, said, "They could best provide 
the equipment to fit our needs." The Assistant Superintendent of Plant 
No. 2, Mills, also explained the choice of the particular system in 
terms of it being "the most effective for us." Finally, Assistant Pur- 
chasing Agent 1 also mentioned that the successful supplier was able 
to make delivery when needed. 

Influence on Decision . With respect to the question of who had 
greatest influence on the choice of a particular system, no consensus 
was present among those interviewed. Three respondents mentioned ono 
of three different persons in System Operations, on the basis of this 
department's responsibility for designing data communication systems 
and their knowledge of the subject. Assistant Chief Engineer 1, En- 
gineering, named his superior, the Chief Engineer, as most influential 
in this choice "because he is the responsible authority for engineering 
and the equipment to do the job." The Superintendent of Plant No. 2, 
Mills, felt that he was most Influential in this choice "because it was 
to be used in my plant." Assistant Purchasing Agent 1 said that he 
didn't think that "anyone in particular" was most influential in the 
choice of which particular communications system to get. "I think it 
was a joint decision," he said. 

After the choice of a system had been tentatively made, the choice 
required the approval of the Electrical Department, which has responsi- 
bility for maintenance of electrical equipment. The Assistant Superin- 
tendent of the Electrical Department discussed the matter with Engineer 
2 in Engineering. Also involved In the Electrical Department were two 
Electrical Supervisors. The people in the Electrical Department would 
have preferred that an electrical supplier--one that deals only with 
electrical systems and supplies--had been chosen rather than the sup- 
plier which was selected. However, they gave their approval to the 
supplier which had already been chosen. 

On November 20, 1964, a requisition from Engineer 1, Engineering 
Department, specifying the supplier and approved by the Superintendent 
of Plant No. 2, Mills, by the Superintendent, Electrical Department, by 
the Manager, System Operations, and by Assistant Chief Engineer 2, 
Engineering Department, was sent to Purchasing. 

B uy or lease . After this requisition was received, the Purchasing 
Research section, Purchasing Department, did an analysis of whether 
the equipment should be bought or leased. The Assistant to the Purchas- 
ing Agent, Purchasing Research, commented that there are "many complicat- 
ing factors such as investment tax credit, terminal salvage values and 
estimate of economic life and other factors that must be considered." 

The decision was to buy. A contract was negotiated by Assistant Pur- 
chasing Agent 1 with the approval of the Purchasing Agent. 



146 



-143- 



A purchase order was Issued by Assistant Purchasing Agent 1 on 
December 22, 1964. Delivery was specified for six months from that 
time--i.e. mid 1963. 

VI. Sources of Information 

Asked about ways in which they got information about this type of 
communication and recording system or about suppliers, those persons in- 
terviewed gave the following information: 

The Superintendent of Plant No. 2. Mills, said that he had gotten 
information about the system from seeing it in other mills. He said 
he had received further information from the Chief Engineer, Engineer- 
ing, concerning "what was possible to achieve.' 1 He felt that this in- 
formation from the Engineering Department was the most valuable source 
cf information for him. He said he "had virtually no information about 
suppliers; that's up to Purchasing." 

The Assistant Superintendent . Plant No. 2. Mills , said that he had 
gotten relevant information from an Engineer in the Engineering Department, 
from the Systems Project Coordinator, System Operations, and from the 
Assistant Purchasing Agent. He also visited the plant of another steel 
company in an eastern state and "watched a system in oparation there." 

Of his various sources of information, he felt the Systems ProjAbt Coordin- 
ator, was most valuable because "he coordinated the whole deal and 

> told me more than anyone else." 

The Manager of Systems Operations said he had obtained relevant 
information "through our normal contacts of long standing with suppliers 
and through the Purchasing Department. We explained the scope of the 
project and they (the suppliers) came back with detailed information on 
how they could or would handle the system." He felt that the suppliers 
were his most valuable source of information "because they had the ex- 
perience and had installed similar systems." 

Assistant Chief Engineer 1. Engineeri ng, said that after the specifi- 
cations proposed by Engineering had been sent to suppliers through Pur- 
chasing and replies received, Purchasing then "sends us all of the in- 
formation they have on these systems." Also, he said, "we sent men to 
different steel companies to inspect and observe equipment already in 
operation." He felt that his most valuable information came "from my 
own people. Their opinions are not biased." 

The Superintendent , Industrial Engineering . said that he "sent a 
representative to the (successful) manufacturer and analyzed the specifi- 
cations of the other bidders, (evaluating) the efficiency of the system 
and the number of people necessary to operate it." He also got infor- 
mation from the Systems Project Coordinator, System Operations, with 
whom he discussed "the original specifications for speed and reliability 
of the system." He felt that the System Operations Department was his 

► most valuable source of information because "they were most familiar 



with the system." 
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Assistant Purchasing A^ent 1 said that he got information "from the 
specs and also a list of recommended suppliers from the Engineering 
Department-- (Engineer 2)." He felt that his most valuable source of 
information was "my own personal experience, I take pride in knowledge 
in this area, 11 



The Assistant Superintendent, Electrica l Department , said that "al- 
most all of this sort of information is relayed to us through the Engin- 
eering Department . • .about the design of the electrical systems, things 
we l d have to know in order to maintain it. 11 He said also that he had 
received information from the successful supplier about its electrical 
system, "but that was after the purchase." He felt that his most valuable 
source of information was the successful supplier. "They build the 
equipment and can tell us best how to maintain it," he said. 

All of those interviewed said that they had not seen any relevant 
articles or advertisements in any publication. 



Summary; Number of Persons (of 7 interviewed concerning sources of infor- 
mation) who got Information from Following Sources: 

Others in Company 7 

Suppliers 5 

Other Steel Companies 3 



VII . Satisfaction with Purchase Decision 

Of seven persons questioned about their satislaction with the pur- 
chase decision at the time it was made, six said they had been completely 
satisfied. The Assistant Purchasing Agent said that "the total review 
of the entire project was, prior to aware, acceptable to everyone." This 
was confixmed by respondents representing all departments, except for one 
man who commented that this type of system was over- emphasized and that, 
in any event, he would have preferred a different supplier. 

Asked if they would be in favor of making the same purchase, if the 
decision could be made over again, four of the seven said no, one said 
he was not sure, and two said yes but qualified this affirmative response 
in their comments. The problem, it was generally agreed, was that the 
system purchased was not large enough to meet the need. The Superintendent 
of Plant No. 2, Kills, summarized the general trend of the comments in 
saying, "I'm satisfied as far as it goes, but it does have to be aug- 
mented with further equipment, about $80,000 worth (compared to original 
cost of about $150,000) to bring in more cables. It's not quite big 
enough to cover our needs, but this is not the fault of the supplier 
. or our people--we Just didn't know enough about it." 
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VIII. Supplier 1 s Perception of Purchase Decision 

The supplier company, though still a relatively small firm, has under- 
gone tremendous recent growth. At this company, the District Sales Mana- 
ger, who said he "guided and assisted and coordinated the entire trans- 
action," was interviewed (although a Sales Engineer had the most contact 
with people at the purchaser company). The District Sales Manager said 
he had most contact with the Systems Project Coordinator, System Opera- 
tions (whom he incorrectly identified as being from the Engineering 
Department) and also had contact with Assistant Purchasing Agent 1. 

Asked whom be thought took part in the decision to buy a com- 
munications system at this time, the District Sales Manager named the 
Assistant Superintendent of Plant No. 2, Mills » the Systems Project 
Coordinator, Systems Operations; and Assistant Purchasing Agent 1* 

(Other departments involved in this decision ware the Engineering and 
Industrial Engineering Departments.) 

The District SaleJ Manager believed that the purchaser company knew 
about his own company "through our sales efforts and through the reputa- 
tion of our system in other plants." Asked whom he thought decided to 
buy this system from his company, rather than from another supplier, 
he again named the Systems Project Coordinator, System Operations; 

Assistant Purchasing Agent 1; and the Assistant Superintendent of 
Plant No. 2, Mills. (As indicated above, many other persons from a 
variety of departments also had a role in this decision.) As for the 
reasons for the choice of his company, he said, "I think it was basically 
economics. Also, our being able to build a communications system that 
would fit their particular needs." (This Perception coincided with 
the reasons offered by persons at the company.) 
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I X , Suumary of Persons Menu oned as Involved in Purchase* 



Top Management; President 1 



Production: 


General, Manager, Works C; Two Assistant 
General Managers, Mills; Manager, Shape 
Mills and Roll Shops; Superintendent and 
Assistant Superintendent, Plant No* 2 Mills 6 


Engineering: 


Chief Engineer; Two Assistant Chief Engineers; 

Two Senior Engineers; Three Engineers 8 


Indust cial 
Engineering: 


Manager; Superintendent; Industrial Engineer 3 


Technical 
Specialists : 


Director, System Operations; Manager, System 
Operations; Systems Project Coordinator, 

System Operations; Assistant Superintendent, 
Metallurgical 4 


Purchasing: 


Purchasing Agent; Assistant Purchasing Agent; 
Assistant to Purchasing Agent, Purchasing 
Research 3 


Electrical 
(Maintenance*, 
Services) ; 


Superintendent; Assistant Superintendent; 

Two Supervisors 4 


Other: 


Persons at other steel companies (number un- 
known) - 

Total 29+ 



*The Superintendent of the In just rial Engineering Department said that 
he could not remember all of the persons with whoa he discussed this 
purchase* 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan ? 



20, CASE STUDY: DECISION TO PURCHASE PRINTING PRESSES 



P urchaser 

The purchaser is a large, midwestern based corporation with plants in sev- 
parts of the country. The company does contract printing for magazines, 
other publications. 

The Purchasing Department employs twenty-eight persons and is responsible 
^ ov »tll corporate purchases and approval of all divisional purchases. Within 
the Purchasing Department are five groups, each responsible for different types 
of Hirchasesr The group which handled this purchase (Group 2) consists of a 
Manager, Purchasing Engineer end four buyers ai 1 is responsible for equipment, 
^t^lenence and utilities. 

Product Obtained 

The products purchased were two high volume lfetter press printing presses, 
double ender type. Each press can print thirty-two pages in six colors. 

The presses were purchased for a new plant which was to begin printing a 
“^fcine in fulfillment of a new contract. Previously, this work had been done 
*>y Another company. 

Decision to get a Product In This Category 

The Sales Department procured the new contract to print a national magazine 
* n Hay 1965. Since the size and the circulation of the magazine are large, it 
va * necessary to build a new plant in which this magazine would be printed. The 
e ^'Vptnent necessary for printing the magazine was, of course, the key part of 
new plant. 

The Vice-President of Sales and the Sales Manager submitted a memo about 
need for the presses to the Manager, Engineering Analysis and Control; to 
Vice-President, Engineering &'Rese£rdjjto the Manager, Engineering Economics 
Analysis; and to the Vice-President, Corporate Purchasing. Everyone con- 
cov v?cd agreed about the desirability of purchasing the presses. 

Choosing the Type of Press 

It is the Job of the Manager, Engineering Analysis and Control "to super- 
v*w the preparation for all estimates of costs for purchases of any equipment 
an ^ to write the specifications for all major pieces of equipment over $100,000." 
No "vide up the necessary preliminary forms and then asked the Manager, Engineering 
S ^**>mics and Analysis, to provide further information on specifications and 
P r ^ves. 



* -Wowiewing for this study was conducted by the National Opinion Research 

Cci, M , or> University of Chicago. Persons starred on the communications diagram 
were interviewed in April 1967, An interview with a representative of 
supplier company could not be arranged for this caee< 
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Once the specifications and estimates were completed, a committee was 
formed to approve them. A meeting to discuss the subject was presided over 
by the Vice-President, Engineering and Research# Also in attendance were the 
Manager , Engineering Analysis and Control; the Manager, Engineering Economics 
and Analysis, who had prepared the specifications; the Chief Engineer, Product 
Engineering; the Manager, Press Engineering; the Vice-President, Purchasing; 
the Manager, Section 2, Purchasing; and the Purchasing Engineer, Section 2, 
Purchasing# The Works Manager of the new plant had also submitted a set of 
requirements, as had the customer# The specifications ware submitted to the 
group and discussed by them# 

Within this group, opinions differed at first about the best type of press 
to buy* However, the Manager, Group 2, Purchasing, said "We defined what had 
to be done and that made the opinions or objections disappear# 11 "Agreement 
was reached by a consensus of opinion," the Manager of Engineering Analysis and 
Control said# 

Judgments about who had the greatest influence on the type of press to 
get differed among those interviewed# Three persons attributed greatest in- 
fluence to the Manager of the Engineering Analysis and Control Department# 

"He had analyzed it and knew the most about all prices, specifications and 
everything about the whole deal," one man said# "It's his responsibility 
to propose the one he thinks best," another added# 

Three other respondents emphasized the role of the Vice-President for 
Engineering and Research# One commented, "He presided at the meeting we had 
about this purchase#" Another said, "He had the ultimate responsibility for 
making the decision#" 

Finally, one respondent attributed greatest Influence on the selection 
of a press to the Manager of the new plant# "He has to run the plant at a 
profit# He decides what's best for him," this Informant said# 

Apparently, then, a numbdr of people had a substantial Influence on the 
decision, based on their respective expertise and re&ponslbilltlr % Once 
the committee had made Its decision about the type of presces to oe purchased, 
the specifications were formally approved by the Vice President and Director of 
Division A (tho division of which the new plant is a part), and by the Senior 
Vice President, General Manufacturing# 

V# Choosing a S u pplier 

The next step was to survey the possible suppliers of printing presses 
that would meet the established specification*# After reviewing possible 
vendors, the Purchasing Engineer, Purchasing, sent out the specifications 
to four suppliers and obtained their bids# After all of the bids had been 
received, they were reviewed by the Purchasing Engineer, Purchasing; by the 
Manager, Group 2, Purchasing; by the Manager, Press Engineering; by the Chief 
Engineer, Product Engineering; and by the Vice-President of Engineering and 
Research# Before a decision was reached, the Manager, tress Engineering; 
the Manager, Group 2, Purchasing; the Chief Engineer, Product Engineering; 
the Vice-President, Purchasing; the Manager, Press Engineering; the Manager, 
Engineering Economics and Analysis; the Manager, Engineering Analysis and 
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Control; and the Purchasing Engineer; Group 2 , Purchasing, all had personal 
contact with the supplier. Thes<j contacts were to discuss price, celivery 
date and the feasibility of making alterations on the presses to meet the 
company's specifications. The persons contacted in the supplier company 
were the President, Vice-President, Vice-President of Manufacturing, Sales 
Manager, and Engineer. 

There was some discussion among those concerned with the purchase about 
Witich supplier could meet the delivery date at a price the company was willing 
to pay. As the Chief Engineer, Product Engineering, stated, differences of 
opinion were resolved by "various analyses of the machines and surveys of 
opinion M among those in the company# The supplier was chosen on the basis of 
price and delivery date, the Vice-President, Engineering and Research, said. 
The most important reason, he said, was that the successful supplier "sub- 
mitted the significantly lower price for the press we wanted." 

After the supplier was chosen and was approved by the Senior Vice- 
President, General Manufacturing, and by the Vice-President and Director 
of Division A, the Manager of Engineering Analysis and Control submitted on 
September 7, 1966 a requisition for the two presses to the Purchasing De- 
partment. The requisition was signed by the Vice President, Purchasing, and 
approved by the Accountant, Appropriation and Property Control# 



The purchase order was signed on the same day by the Purchasing Engineer, 
Group 2, Purchasing, and approved by the Vice President, Purchasing# The 
transaction then received formal approval by the President of the Company 
and by the Board of Directors (which includes the Senior Vice President for 
Manufacturing, the President, and eleven other persons)# The first press 
is to be delivered on May 30, 1968, the second on July 15, 1968. The 
Purchasing Engineer, Group 2, Purchasing, said he is "in telephone contact 
with (the supplier) at least once each week# We discuss the design of the 
press and its progress." 

VT* Sources of Information about Product and Supplier 

Asked about ways in which they got information about the product and 
supplier, people interviewed at the company gave the following information: 



1. The Hanafter» Engineering Economics and Analysis , said he received 
his Information from past experience and from data sent by the pos- 
sible suppliers in response to the specifications sent out by the 
Purchasing Engineer, Purchasing. He felt the most valuable of these 
sources to be "the information from the manufacturers from the data 
we submitted to them." 
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The Vice President. Purchas^ae . stated that his sources of informa- 
tion were the data sent by the suppliers and the specifications 
submitted by "our Engineering Department#" He felt that the most 
valuable source for him was "the information from our own staff, 
because we have 'know how 1 probably better than anyone else, even 
the manufacturers, because of the extent of work we do#" 
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3* There were three sources of information cited by the Manager . 

Engineering Analysis and Control . He said that the date 'on the 
product itself came from the Sales Department, as described 
by the customer. 11 He also received some information from the 
Manager, Engineering Economics and Analysis. From past experience 
he had"a wide knowledge of the manufacturers and knew what each 
makes • " He felt this last source was most valuable to him* 

4. The Manager. Group 2, Purchasing , got some general information from 
the Vice President, Purchasing, and technical data from the Manager, 
Press Engineering* He had also had past experience with suppliers 
and different types of equipment. However, he felt the most valuable 
source of information in this case was his "personal contact with 
the supplier." 

5* Information on the specifications and costs wee received by the 

Chief Engineer. Product Engineering , from the Manager, Engineering 
Analysis and Control. He also mentioned having had past experience 
with suppliers. His most valuable source of information, he said, 
was "experience with similar equipment that we had been using." 

6. The Manager. Press Engineering , received all of his information from 
the specifications and estimates provided by the Manager, Engineering 
Analysis and Control, and from personal contact with the supplier 
salesman. 

7. Information on the specifications was also obtained from the Manager, 
Engineering Analysis and Control, by the Purchasing Engineer. Group 
2, Purchasing . He had had past experience buying presses. However, 
he felt that his most valuable source of information was personal 
contact with the salesmen because "This is a specialised press, and 
these men are really engineers and really know their business." 

8. The Vice President. Engineering and Research obtained his information 
from the specifications, from the supplier's bids and from past 
experience. The latter was coost valuable for him, he felt, because 
"over the years we have done business at one time or another with 
every major manufacturer of presses." 

Of the eight persons Interviewed, none said he had obtained information 
from anyone outside the company, other than from suppliers, and all said that 
they had seen no relevant articles or ads in any publication. 

.SUMMARY: _ Humber of Persons (of fl Interviewed) Who Mentioned Getting In* 
formation from Followi n g Sources : 

7 

3 

4 
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Others in company 
Contacts with salesmen 
Information (bids) from Supplier 
Previous experience with product 
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VII. Satisfaction with Purchase Decision 

Seven of the eight people interviewed said they had been "completely 
satisfied" with the decision at the time it was made. One said, "I lust 
thought that this press would be right for us and I know the (supplier) company 
to be reliable." Others expressed the opinion that the company had bought 
the proper equipment at the best price. The Vice-President, Engineering and 
Research, stated that he "had been given the opportunity to tell the President 
of our company what I felt was desirable in the press, and this one will have 
everything I requested. 11 However, one respondent said that he was only "fairly 
satisfied" with the decision because he "didn't feel that the contract specifi- 
cations were finely worked out." 

Asked whether, if the decision could be made over, they would be in favor 
of making the same purchase, all said yes. Six of the eight gave the same rea- 
sons they had given for their complete satisfaction at the time the decision 
was made. The Chief Engineer, Product Engineering, said he would make the 
same decision because "the (supplier) company seems to be fulfilling the con- 
tract and specifications." The man who had some reservations at the time 
the decision was made said he woul.d make the same decision again, commenting 
"the original arrangements were adequate, but I still would like to see specifi- 
cations that are more detailed," 

VIII, Summary of Persons Mentioned as Involved in Purchase* 

President ; Senior Vice-President, Manufac- 
turing; Vice-President, Engineering and 
Research; Vice-President, Division A; 

Vice-President, Sales; Vice-President, 

Purchasing; Board of Directors (Eleven 
Persons In addition to President and 
Vice-President) 17 

Chief Engineer, Product Engineering; 

Manager, Engineering Analysis and Control; 

Manager, Presa Engineering; Manager, En- 
gineering Economics and Analysis 4 

Manager, Section 2; Purchasing Engineer, 

Section 2. 2 

Works Manager 1 

Sales Manager 1 

Accountant, Appropriation and Property 
Control 1 

Total 26 



Top Management : 



Engineering ; 

Purchasing : 

Production ; 

Sales ; 

Accounting; 



*Also Involved to some extent was the customer company which submitted a set 
of ^qui foments for the presses. 
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♦Persons starred were Interviewed, 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



21 • CASE STUDY: DECISION TO BUY SYSTEM FOR CLEANING MILK PROCESSING EQUIPMENT 

I* Purchaser 

The purchaser is a mid-western based corporation with several divi- 
sions, most of them in the middle west. It prepares and packages foods. 
The bulk of its sales are in dairy products, both fluid and non-fluid. 
Purchasing is done both at a corporate and divisional level. Some divi- 
sions of the corporation have no separate office for purchasing and in 
such cases the Divisional Managers are responsible for purchasing. Cen- 
tralized purchasing is done for services; for durable goods such as ve- 
hicles; for packaging materials common to all divisions; and for durable 
goods which, though not common for all divisions, are expensive. The 
corporation purchasing function is handled by one man, the Director of 
Purchasing, but persons employed in other capacities assist him for par- 
ticular purchases about which they are knowledgeable. 



II* The Purchase Decision 

The decision studied is to purchase for one company plant a "clean- 
in-place" system for the washing of all equipment used in the processing 
(receiving, pasteurizing, bottling) of milk. With this system, the equip- 
ment design and assembly is now set up so that it can be cleaned in place, 
without disassembly, by circulating various cleasing solutions. First, a 
rinse water solution is circulated; then a relatively strong washing 
power solution; and finally a rinse which contains a sterilizing agent, 
chlorine. All of these solutions are tempered (heated) to 120-125°F., 
which normally is too hot for a person to handle. This new system also 
automatically controls the flow of products (i.e. milk) throughout the 
processing operation. Such a system was already Installed at several 
other plants of this company. 

Before this system was installed, in this plant, the several pieces 
of equipment involved had to be taken down or apart for cleasing. Men 
climbed inside the taks and vats to wash them by hand. 



♦Interviewing for this study was conducted by the Nations). Opinion Re- 
search Center, University of Chicago. Interviews were conducted with the 
Executive Vice-President and with the Assistant Vice-President on January, 
1967 and with a supplier representative in April, 1967. The Plant Manager 
at the purchaser company was not available for interviewing. 
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III, How Need For Getting Product Came Up 

The previously used method of cleaning the equipment had a number 
of disadvantages. Because previously everything had to be taken apart 
and washed separately, a weaker solution and cooler water had to be used. 
After repeated washing, the water would be greasy. Also, the equipment was 
being mishandled, i.e.,got bent and nicked. As the Assistant Vice-Presi- 
dent of Operations said, M we were not getting a good Job done.' 1 

The Executive Vice-President for Operations said he was "aware of 
the clean-in-place system when it was first approved in 1954 by the Chica- 
go Board of Health;* 1 he was also aware of the deficiencies of the pre- 
vious cleaning system when in January, 1965, the company decided to ex- 
pand this plant. The corporate Executive Vice-President for Operations 
(also responsible for capital expenditures) suggested that the Clean-in- 
place system be installed at the same time. He brought this matter to 
the attention of the Assistant Vice-President of Operations who, among 
other duties, is responsible for all engineering and new construction. 

The Executive Vice-President and the Assistant Vice-President were the two 
men originally involved in the discussion of need, although the Plant 
Manager was consulted about what he thought the savings in labor with the 
CIP system would be. 



IV. Deciding To Install The System 

Discussions about the desirability of installing the system took 
place primarily between the Executive Vice-President for Operations and 
the Assistant Vice-President for Operations. They also discussed with the 
Plant Manager what he thought the savings in labor would be. ,f It was dis- 
cussed with no one else 11 (at this stage,) the Executive Vice-President said. 

It was the Executive Vice-President who was the key man in deciding 
to seriously explore this matter, "He f s the one who formulated the plans 
two or three years ago," the Assistant Vice-President said. 

Several reasons lay behind the decision to go ahead with the new 
cleaning system. One, the Executive Vice-President explained, was "re- 
ports from various Boards of Health that we would have cleaner pipes and 
equipment." Secondly, a report for the Plant Manager stated a savings 
in labor which would, the Executive Vice-President said, warrant the in- 
vestment. "I felt that this system had to be put in at this time be- 
cause it was a sanitary system. Also, other people were doing this. It 
was working out well for them and was more economical," the Executive 
Vice-President said. 

The decision to install this system had to be approved by the Board 
of Directors, consisting of the Chairman, the President, the Vice-Presi- 
dent-Treasurer, the Secretary, and two other members as well as the 
Executive Vice-President himself. The Board's approval was indicated 
to be a formality. 
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V. Selecting. A Specific Type Of System And A Supplier 

After the decision was made to look into CIP systems, the Assistant 
Vice-President and the Plant Manager "set up an outline 11 of the type of 
system they wanted# Clean-in-place systems are custom-made to fit the 
particular situation To set up the details of the system, and to prepare 
drawings and specifications, they hired "as an individual 11 and engineer 
from one of the companies (supplier A) that supply such systems. How- 
ever, the Assistant Vice-President explained, this did not commit their 
company to buy from that particular supplier. "It was understood that it 
was going out for open bid. Everything being equal, we would have leaned 
toward (supplier A), 11 he said. 

Bids were asked for and submitted by four suppliers. "We had given 
each one a set of specifications. Before we made the decision, we (the 
Executive Vice-President and Assistant Vice-President) called each one 
in quite a few times for discussion," the Executive Vice-President said. 

M [We wanted] to make sure that everybody understood exactly what we wanted," 
the Assistant Vice-President said. 

The Executive Vice-President said that he discussed the choice of 
supplier with no one at the company besides the Assistant Vice-President, 
although he mentions finding information from the consulting engineer to 
be valuable. The Assistant Vice-President also mentioned the knowledge 
of the consulting engineer as valuable and said he also benefltted by the 
experience of the Plant Manager. In addition, both men visited other dairies 
and 6poke to executives there. The Executive Vice-President said rhaL to 
learn more about suppliers, he visited other dairies with CIP systems. 
Specifically, he said he spoke to the General Manager of a dairy company in 
another part of his own state *nd to the General Manager of another dairy 
in a northeastern state. The Assistant Vice-President visited three other 
dairies and spoke with the plant manager of each one. He also telephoned 
a dairy in another state and spoke to the Vice-President in charge of man- 
ufacturing there. "The dairy business is like a fraternity," he said, 
adding that he probably mentioned the subject of CIP systems to several 
others in the business. 

The Assistant Vice-President had the greatest influence on the 
choice of a supplier* "I did all the groundwork investigation on this," 
he said* The Executive Vice-President, who approved the selection, said 
M I relied on his Judgment." 

The supplier chosen, supplier B, was not the one with which the 
engineer who drew up the specifications was associated. Though the com- 
pany was prepared to lean toward Supplier A, this supplier was, the Assis- 
tant Vice-President said, "way out of line on price." Supplier B was 
chosen, he said, for two reasons: a) the price, which was "much lower than 
anybody else; 11 and b) "we made sure they would do a competent Job; we had 
a guarantee from them that the system would work." The executive Vice- 
President commented that "their representative convinced us that they would 
come through to do a good Job despite the low bid." The Assistant Vice- 
President indicated that price was the crucial reason for the choices. 

"All of the companies would have performed adequately, so the main 
reason had to be price," he said. 
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After Supplier B had bean tentatively chosen, the Executive Vice- 
President and Assistant Vice-President had "at least three meetings' 1 
with the supplier to make sure they understood the Job completely. 

The purchase agreement was concluded on May 6, 1966. 



VI* Sources Of Information 

The^ Executive Vice-President said that he has known many suppliers 
for years. He said that there is a directory published once a ye^ar which 
lists the names of organizations that supply dairy companies. Moreover, 
he said, "when your* re in this business for forty years, you have pre- 
vious contacts with suppliers." 

The Executive Vice-President also mentioned as sources of informa- 
tion the engineer who drew up specifications for the system; the Assis- 
tant Vice-President, who looked into various CIP systems; discussions 
with a number of suppliers; and his visits to other plants. He also saw 
relevant m aterials in several publications '- Dairy Review . Ice Cream Re- 
view . and Milk, and Cheese Journal * He said that these publications of- 
fered "all the latest ideas in processing (and) discussion of new products 
that have been developed." 

Of the various sources of information, the Executive Vice-President 
named as most valuable the engineer hired to do the drawings. "He was 
experienced and knowledgeable about the system," he said* 

The Assistant Vice-President said that "we knew from experience" 
which companies supply CIP systems. He said that he discussed suppliers 
with the engineer who designed the system; referred again to his talks 
with people at other dairies "to find out if their systems were working 
properly"; and said that the "experience and contacts" of the Plant Man- 
age .* were helpful. 

Asked whether he had seen relevant materials in any publications, the 
Assistant Vice-President mentioned the Milk Dealer . Ice Cream Trade Journal . 
Ice Cream Field , and the Milk Plant Monthly . He said he had seen articles 
on a CIP system in a plant and about new developments in CIP. Also, he 
said, "suppliers might have an ad showing CIP systems and developments." 

The Assistant Vice-President, like his superior, named the engineer 
who designed the system as hla most valuable source of information. "He 
is an authority on CIP systems," he said. 
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VII. Satisfaction With Purch ase Decision 

Both the Executive Vice-President and the Assistant Vice-President 
said that they had been completely satisfied with this purchase decision 
at the time it was made. The Executive Vice-President mentioned again 
the lower bid of the successful supplier. Also, he said, the successful 
supplier "is an old, established company and I felt they were stable and 
responsible!," The Assistant Vice-President gave as a reason for his sa- 
tisfaction the assurance received that the* Job would be performed satis- 
factorily. Also, he said, "because they are new in this business--CLP-- 
we felt that this Job was going to be very important to them." Both men 
said that they would make thi same decision again now, if given the chance. 



V I H . Summary Of Persons Invo lved In Purchase 

Top M anagement ; Executive Vice-President, Operations; 

Assistant Vice-Pre 3ident, Operations; Board of Dir- 
ectors (six, in addition to Executive Vice-President) 8 

Manufacturing : Plant Manager 1 



Other : Consulting Engineer; six dairy industry execu- 
tives 7* 

Total 16 



*Possibly additional persons in dairy industry were also spoken to by the 
Executive Vice-President an C Assistant Vice-President. 
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IX. Pattern Of Communications Concerning Purchase 



Board of Directors 
(Chairman; President; 

, Vice-President-Treasurer; ] 
secutive .Vice-President ; [ 
Secretary, 2 others) 
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X. Supplier* s Perception Of Purchase Decision 

The person at the supplier company who was most involved in the 
sale was the General Sales Manager. He said that he had most contact 
with the Plant Manager and also had contact with the Assistant Vice-Presi- 
dent and with the Executive Vice-President. 

Asked who he thought took part in the decision to buy the pit; duct at 
this time, he named the Executive Vice-President. (This corresponds with 
the major role the decision attributed to this person by company inform- 
ants.) Concerning ways in which the purchaser company knew about this 
supplier, he said that on the initial contact, a salesman left a brochure 
on a job done recently. Also, he said, this type of installation could 
have been seen in r* dairy magazine. The Plant Manager, he said, asked 
for references and contacted dairies at which they had done work. 

Asked who he thought decided to buy from his company rather than 
from another supplier, he again n^med the Executive Vice-President. (Com- 
pany informants indicated that, although the Executive Vice-President 
approved the choice, the selection was influenced most strongly by the 
Assistant Vice-President.) M Other than price, they liked our ideas, 11 he 
said. He added, "One has to be in on the negotiations, on quoting aarly. 
It*s very important to be in on the initial discussion stages." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



22. CASE STUDY; DECISION TO PURCHASE A MOLD FOR PLASTIC ORGAN PARTS 
I • Purchaser 

The purchaser is the main division of a company which is primarily 
a designer and manufacturer of high quality organs and pianos* This 
division produces a large number of organ models and has several plants 
within the same city. The Purchasing Department of the main division, 
where this study was done, employs eighteen persons* The division is 
completely responsible for its own purchasing. 



II* The Product O b tained 

The product obtained was a mold used for making plastic organ parts. 
The mold has a square shape with sides of about sixteen to eighteen 
inches, is about eight inches thick, and is made of solid steel* The 
mold can produce seven different organ parts at one time. The parts 
themselves are used to hold the contact springs in the organ. A contact 
spring is found under each key. The parts which are made in this mold 
hold this spring* As the Buyer described the function of these parts, 

"If you don't guide correctly, you don't make contact and the organ 
won't play," Thus, the parts made by this mold' are extremely impor- 
tant for the assembly of the organ* 

Prior to this purchase, a similar mold was used* The difference 
between them is largely a matter of design* The former mold made the 
parts individually, whereas the new mold i6 a "family type", making all 
seven parts at once. The mold was purchased for the main division of the 
company, although it is kept at the supplier company where the parts are 
made . 



HI* How Need For Getting Product Came Up 

The mold previously used was located at Supplier X but owned by the 
purchaser. The need for purchasing a new mold first came up in April of 
1966, when the supplier contacted a Buyer from the purchaser, and advised 
him that the old ©old was worn out and that the supplier was having a 
great deal of difficulty making the parts. As the Buyer explained it, the 
vendor presented two alternatives: "either to purchase a new machine or 

to accept what amounted to a 307* (i.e. $23,000) increase in prices." The 
problem with these parts threatened production for the line of organs 
requiring the parts. 



^Interviewing for this study was conducted ty the National Opinion Re- 
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IV . Deciding To Gel A New Mold 

After bein& notified about the mold, the Buyer contacted the Direc- 
tor of Purchasing and told him about the difficulties with the old mold. 

As the Purchasing Director described his role at this stage, "I reminded 
[the Buyer) we had to maintain production in some way and encouraged him 
to visit with the vendor. I told him to take other people from [the Pur- 
chaser company) with him to determine if reapirs could be made or if a 
new mold was necessary." 

After his discussion with the Purchasing Director, the Buyer requested 
that a Production Engineer sit in on some discussions as a representative 
of Manufacturing Engineering and offer his suggestions concerning this 
problem. The Buyer also contacted the Tool Engineering Supervisor, Man- 
ufacturing Engineering Department, and atked that he see to it that the 
old die be evaluated. The Tool Engineering Supervisor, in turn, asked 
his General Tool Foreman to visit the supplier and make an evaluation of 
the present die. The General Tool Foreman did so, and advised the Buyer 
that the old mold was worn out and also made a report to his supervisor 
(the Tool Engineering Supervisor) to the same effect. 

Other persons from the purchaser company were also involved in the 
evaluation of the old die during these early discussions. The Production 
Engineer from Manufacturing Engineering and a Quality Control Engineer, 
on request, advised the Buyer on the specification requirements for the 
mold. A Mechanical Project Engineer also went to the supplier to evaluate 
} the tool and to verify for himself the necessity of purchasing a new mold. 

As he explained, "Problems were the cycling rate, reject rate, availabil- 
ity and also quality of parts [produced by the mold.)" Two Inspection 
Foremen and two additional Quality Control Engineers further discussed 
the need for the purchase with a fourth Quality Control Engineer. 

The purchaser company was Interested both in avoiding an increased 
price for the parts and in improving the quality of the parts being pro- 
duced by the mold. These were, in effect, the two major reasons for the 
decision to purchase the new mold. The evaluvstion of the old mold in- 
dicated that the parts being produced by the mold were out of tolerance, 
i.e., they were not to specification. As the Product/on Engineer from 
Manufacturing Engineering explained it, "The mold had come to the end 
of its life. It had been reworked four or five times and wouldn't take 
another reworking." 

Even though the Buyer was responsible for miking the decision, he 
said he felt that, "...in decision-making it often becomes self-evident 
what course of action has to be taken in order to best serve the company 
in terms of cost, savings and quality. It’s not a personal thing I 
believe." Primarily from the reports of one of the Production Engineers 
and from one of the Quality Control Engineers, the Buyer decided that 
"there was no alternative" but to purchase a new mold, adding that it 
"was my conclusion on their advice." In addition, the Buyer spoke to 
a Material Control Supervisor and assured him that "he would not be 
) limited in any way in ordering his requirements [parts to be made from 

the new mold) to any particular ratio." 
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V., Selecting A Supplier And A Particular Type Of Mold * 

The next, step was the selection of a new supplier, both to provide 
a new mold anc« then to produce the necessary par"s. The Buyer felt that 
the former supplier did not demonstrate an interest in the purchaser's 
problems. Also, at the time of the bidding the supplier was not compe- 
titve. For these reasons, the Buyer sought a new supplier. 

Eight suppliers were considered by the purchaser company. The 
Buyer was mainly responsible for the final decision and arranged several 
small meetings during which the kind of mold to be purchased and the best 
supplier were discussed. Among the persons involved at this stage of 
the purchase were: Manager of Research and Development, the Director 

of Purchasing, a Quality Control Engineer, the Chief Mechanical Engineer, 
a Senior Design Engineer, the Tool Engineering Supervisor, a Production 
Engineer, and the Mechanical Project Engineer* 

Having made a tentative decision on the supplier, the Buyer called 
in one of their sales representatives for a conference* Several meeting 
took place with the supplier representative, during which the advantages 
and disadvantages of "family tooling" as opposed to an "individual type" 
mold were discussed* The supplier representative suggested that the pur- 
chaser try their particular "family" mold as opposed to the "individual" 
type mold* 

The choice of the particular supplier was made for a variety of 
reasons. The Director of Purchasing mentioned "his unique approach to 
) making the fanlly mold.. .also his price was best, I believe." The 

Quality Control Engineer gave as reasons for the choice "delivery time, 
cost and previous quality. Also, (Supplier] company's attitude, meaning 
do they really want our business and are they concerned with the final 
product." The Chief Mechanical Engineer said that it was this supplier's 
"engineering know'how [which] decided me." 

The decision to go to a "family type" mold was a very significant 
one and required i great deal of discussion* The Chief Mechanical En- 
gineer probably best summarized the differences of opinion when he said, 
"One school of thought [believed] that we should not mold one organ 
series of parts in a given mold* In contrast* • *the other said that it 
would be cheaper to combine several parts of several organ series within 
one mold." As the Buyer explained, "Family type tooling in most in- 
stances puts you in a position of being limited to ordering in whatever 
'ratios' you choose*" The Purchasing Director helped to explain the 
question further, saying, ".*. often in a family mold many parts are 
wasted because when you run one you run them all." But he added that this 
was "not true in this instance", that this particular mold which the new 
supplier suggested "...offered us the flexibility to order each of the 
different parts in the mold in quantities we needed." 
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One large meetings Involving essentially the same set of persons 
involved iii the series of smaller meetings indicated above, was held in 
which all aspects of the purchase were discussed. The Quality Control 
Engineer who acted as the collector of data explained, rt [ the ] £u>er will 
propose several possible sources of this mold and present costs etc. to 
a panel who would be concerned with the purchase of this mold and our 
comments would be the deciding factor. ..we would evaluate such things as 
cost, delivery time, past quality, and company attitude, and other 
pertinent information.” 

The Quality Control Engineer, who had received information from 
his two Inspection Foremen, suggested that cost and the practicality of 
fabricating all the parts at one time settled the question on whether to 
buy a "family-type" mold. Since the new supplier suggested this type of 
mold and had such a unique approach in making it, the Buyer, with the 
support of the panel, decided to purchase the mold from them. The Man- 
ager of Research and Development, a Quality Control Engineer, the Chief 
Mechanical Engineer, and a Production Engineer, were particularly 
influential in this choice. 

A requisition was prepared by the Buyer on September 22, 1966 
and approved by the Director of Purchasing and by the President. A 
purchase order for the new mold was issued on September 30, 1966. 

The Buyer then suggested to the Chief Mechanical Engineer that the 
Engineering Department make any changes they felt necessary in the design 
of the mold. Although the purchase order had already been placed with 
the new supplier, the Design Engineering Department still had four weeks 
tc change anything in the design. The Chief Mechanical Engineer was 
largely responsible for the decision to alter the design of the new mold. 
He consulted with his engineers and found that the Senior Design Engineer 
had some ideas for a modification of the design. 

The Senior Design Engineer, the Mechanical Projects Engineer, the 
Manager of Research and Development, the Tool Engineering Supervisor, 
and the tyiality Control Engineer were the main peoplo who worked on the 
design changes. The Buyer worked closely with the Manager of Research 
and Development and the Mechanical Projects Engineer on the new design 
and as he said, he "had a dozen contacts with (the supplier] discussing 
[the] usage on different parts.” The Senior Design Engineer, the Me- 
chanical Projects Engineer, the Chief Mechanical Engineer and the Quality 
Control Engineer were also in contact with the new supplier at this time, 
discussing and reviewing the best possible design they could furnish to 
produce the desired parts. 



) 
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The Mechanical Projects Engineer worked with the Buyer on obtaining 
quotes from the supplier as to what the specific cost for changes would 
amount to. The Buyer received information from the Product Design En- 
gineer which helped enable them to make the change to the new dtsign. He 
also consulted tha Production Engineer, the Chief Mechanical Engineer, 
and the Senior Design Engineer at this stage. The Manager of Research and 
Development was furnished with the technical information he needed from the 
Senior Electro-Mechanical Engineer from his department. He also received 
the opinions of the Production Engineer who had designed the original 
mold, of the Chief Mechanical Engineer, and of the Mechanical Project 
Engineer* The Senior Design Engineer discussed the design with the Chief 
Mechanical Engineer, with the Production Manager and also with the Buyer. 
The Tool Engineering Supervisor wao given information about tha usage of 
plastic parts by Production Engineer* 

Once the group concerned with this problem had come up with what they 
considered to be the best design and had obtained quotes as to the spe- 
cific costs, the Chief Mechanical Engineer gave the design proposal his 
approval and the Buyer again presented a financial Justification to the 
Director of Purchasing. The Buyer explained that it is fairly routine in 
the replacement of a tool that Design Engineering be given the option of 
changing the design and that generally this need not be approved* How- 
ever, in this case, the change in design increased the price substantially 
and therefore another approval was required. The Purchasing Director 
gave his approval on the change and the entire situation was then presen- 
ted to the President for final approval. 



VI* Sources Of Information About Product And Suppliers 

The Tool Engineering Supervisor received information about the 
"changes in the tool" at a meeting which was held to discuss the pur- 
chase. He considered a Production Engineer^ information on the usage 
of the plastic parts in the manual organ most valuable, because he felt 
the Production Engineer had the most knowledge about the use of the 
plastic item in the end product* 

The General Tool Foreman said that he did not get any information 
about the product as he was only involved in evaluating the condition of 
the old tool* 

The Senior Design Engineer received relevant information directly 
from the Buyer. He considered Ms contact in the past with different 
molders and with the successful supplier (especially with reference to 
the multiple mold) to have been his most valuable source of information 
"because we have to know what they enn do and then we compromise on what 
we need and they can do. We modify ovr design to the point where they 
are able to make a more reliable piece of equipment*" 
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The Mechanical Project Engineer obtained information from the sales 
engineer of the successful supplier, whom the Buyer called in for a con- 
ference. From the suppliers sales engineer, the Mechanical Project En- 
gineer received ideas about what changes in the mold design would be de- 
sirable. The sales engineer sent in a marked drawing showing the neces- 
sary revision (early stages. )The Mechanical Project Engineer believed 
the sale engineer to have been his most valuable source of information 
because he felt, "He was [the] most knowledgable, closest to [the] 
problem, and he took an interest." 

The Manager of Research and Development said he had received opinions 
from a Production Engineer and that he "just happened to be standing there" 
when the Manufacturing Engineer came back from the supplier and discussed 
the matter. He questioned the Chief Mechanical Engineer and the Mechan- 
ical Project Engineer, and talked with the Director of Purchasing, who 
told him about the somewhat negative experiences he had had with the 
former supplier. The Manager of Research and Development considered one 
of his own men from Research and Development to have been his most 
valuable source of information, "He was furnishing me with all the in- 
formation I needed in terms of the technical design aspect," he said. 

The Production Engineer said that he did not receive any information 
about the product or suppliers, as he, too, was only involved in the 
evaluation of the old tool* 

The Buyer siad, concerning sources of information about the product 
or suppliers, that the company 1 s approach was "based on past perform- 
ance.,. on judgment of capability from experience. We also solicited new 
people based on reputation or stature in the field. Also Dunn & Brad- 
street reports." He mentioned two Production Engineers of the Manu- 
facturing Engineering Department as being especially valuable sources 
of information within the company, 

A Quality Control Engineer interviewed received relevant informa- 
tion through conferences with the Inspection Foremen, from incoming in- 
spection files, and from previous personal contacts the other Quality 
Control Engineers had had with past suppliers. He felt that the con- 
ferences within the company were "quite conclusive" and mentioned ti at 
he was a "collector of data" for these meetings. He also consulted 
Buyer 1 s Guide to Plastics and Plastics (a handbook) from which he 
gathered information on basic chemical content of plastics to be used 
in this mold. The Quality Control Engineer said that he felt the inter- 
nal information which was real rather than theoretical was most valuable 
to him. He went on to explain, "It's not a hypothesis or projected 
idea but it is real; we know what the material can do." 
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Thc Chief Mechanical Engineer received Information from the Buyer 
concerning both the product and supplier. He said he read Plastic News* 
and Plastics , In which he saw material about the ease of molding certain 
plastic material and the maintenance of critical dimensions. He consid- 
ered the supplier's information most valuable, as M he knew the detail 
problems on tool design as well as molding problems of [ t he ] materials 
we considered. 11 

The Director of Purchasing obtained Information from the Buyer who 
worked with the previous molded plastics supplier and wh<* he said, had 
also worked very closely with the engineers in their : idesign. He con- 
sidered the new supplier's information to have been most valuable to him. 

The President was informed by the Director of Purchasing who, he 
said, 'Should come to him with a recommendation of one to three people and 
present to him the economic justification of the need." He felt that 
"the opinions of those responsible' 1 were most valuable to him. 



Summary Humber Of Persons (Of 11 Interviewed) Who Mentioned Information 



From Following Sources 

Others in company 10 
Supplier 5 
Previous experience with this type of product 

or supplier of it 3 
Standard reference work 2 
Magazine 1 



VII, . Satisfaction 

Asked to what extent they felt satisfied with the decision at the 
tire it was made, three of the key men who worked on the design changes, 
plus the Purchasing Director and the President, said that they were "com - 
pletely satisfied" with the decision. Three of these five men expressed 
their confidence in the supplier and offered this a3 the primary cause of 
their satisfaction, As one man put it, "The supplier's representative 
tis) capable and conscientious, technically and business-wise." Another 
mentioned the fact that they had "improved (the mold] considerably" as 
being another reason behind his satisfaction. 

Two persons said, that they had felt only "fairly satisfied" with the 
decision at the time it was made. One of these men commented, "Only a fool 
is positive in plastics. When the tool is all done, it might not even pro- 
duce the part," Another said that he felt that the "supplier is a reliable 
one" but that he questioned "the choice of the particular material used to 
make the part. [We're] now using implex and the mold was made for styrene 
plastic," 



O robably was referring either to Durez Plastics News or Plastic News Front 
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One man involved in the decision said that he was "not too satis- 
fied" with the decision at the time it was made. He explained, "We 
tried to make our points [with the supplier.] In some [cases] we did 
and in some we yielded..." But mainly he felt dissatisfied because 
as he added, "...we really couldn’t incorporate what we wanted." 

Asked whether they would be willing to make the same purchase again, 
eight of the eleven respondents said that they would. Several again men- 
tioned their general confidence in the supplier and their willingness to 
go along with the supplier’s recommendations. Several among those who 
would make the same decision felt this way because there hadn't as yet, 
been any "hitches" and the job had been done "without any real difficul- 
ties." One key man seemed particularly enthusiastic, saying, "I feel we 
were able to take advantage of the latest engineering thinking and talent. 
When you consider that the state of art of plastic molding is new, this 
is quite a feat." One man said that he was "not sure" he'd be willing 
to make the same purchase again. He attributed this fueling to the fact 
that his "objectives were not fully achieved." Another said that he would 
not make the same purchase again because "I am a big believer in that 
where you have parts made in a mold they are not as precise as when making 
them in a stamping die." One additional respondent didn't f eel he could 
make that Judgment since he did not "know [the] details." 



VIII. Summary Of Persons Mentioned As Involved In Purchase 

Research and Development ; Manager, R&D; R&D Specialist ; 
Chemist , R&D 

Product Design : Chief Meehan. Engineer, Sr. Design 

Engineer; Meehan. Project Engineer; Product 
Manager 

Purchasing : Buyer, Dir. of Purchasing 

Top Management : President 

Produc tion & Quality Control : Gen. Tool Foreman, 

Tool Engin. Superv., Quality Control Engin- 
eers (4), Production Engineers (5), Inspec- 
tion Foremen (2), Material Control Supvr. 

Total 



3 



4 

2 

1 
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IX * Pattern of Communication Concerning Purchase 



| President j 



V 

General Tool 
Foreman 
Manufacturing 
Engineering 




Tool Engineering 
Supervisor 
Manufacturing 
Engineering 





Production Engineers) 
Manufacturing 
Engineering 
(five) 




( Chemist 1 


f Specialist k 


\ R&D j 


\ R&D J 
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X. Supplier's Perception Of Purchase Decision 

Tbc saLes engineer from the supplier said that he had most contact 
with the Buyer, "spent much time also" with the Senior Design Engineer, 
and also had contact with the Chief Mechanical Engineer. Asked who he 
thought took part in the decision to buy a mold at this time, he men- 
tioned only the Buyer. The Sales Engineer thought that the purchaser 
knew about his company in part because of "our design reputation." Asked 
who he thought decided to buy from his company rather than from another 
supplier, the supplier representative again mentioned only the Buyer. He 
felt that his company was chosen as vendor because "we offered [purchaser] 
the most for the dollar spent, by our design of a combination to produce 
on e mold with seven parts." 
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Furchase Decision Study 
Survey Research Center* 
University of Michigan 



23. CASE STUDY: DECISION TO PURCHASE A PIERCING PRESS** 

I. Purchaser 

The purchaser is one division of a large, mid-western-based, 
nationwide corporation. The entire corporation manufactures over 
seventy finished and unfinished products in plants spread out across 
the country. This division manufactures a variety of products including 
farm implements and plumbing products. The division is further divided 
into four sub-divisions; the sub-division for which the piercing press 
was purchased is the r, mainstay M of the company and manufactures imple- 
ment dis<s for harrows and other farm machinery. 

Each division of the corporation is autonomous in its purchasing. 
This division employs eleven persons in its purchasing department. It 
handles all divisional purchasing; none is done at the corporate level. 



II. The Product Obtained 

The product purchased is a heavy-duty metal piercing press. It 
punches center holes in farm implement discs, at the same time stamping 
on data--the trade mark of the customer, the date, and the material of 
which the disc is made. This press* of r, two point-suspension crank- 
shaft type, single gear, single drive, with a 300 ton capacity", was 
purchased to supplement an older, lighter press which performs the same 
function but which has been overloaded and is subject to breakdown 
under the strain. The new press will be able to handle the larger, 
heavier discs which the company will begin to make, and to produce 
parts faster, so that the company does not have to continue paying 
overtime to get the required work done. 



Ill* How Need For Getting Product Came Up 

The Director of Manufacturing indicates that consideration of the 
need for a new press was prompted by "considerably higher sales fore- 
casts," made in about June, 1966. These forecasts evidently came from 
the Sales Manager for Agricultural Products in the Sales Department. 



^Interviewing for the study was conducted by the National Opinion 
Research Center, University of Chicago. 

**The supplier cotrpany declined to grant an interview for this 
purchase case. 




175 



172 



The Director of Manufacturing requested the Vice-President, En- 
gineering Deaprtment, to undertake a "capacity evaluation" to determine 
whether or not the company would be able to produce enough equipment 
to meet the forecasted sales demands. The Vice-President for Engin- 
eering discussed with the Project Engineer, Subdivision A, "how the 
told] press was standing up." A report on the subject was made by the 
Maintenance Superintendent, Engineering Department, who concluded, on 
the basis of his study of the matter, that "the old press was not ade- 
quate and that we really needed a new press . 11 His report was confirmed 
by the Director of Manufacturing. 

Discussion of the need for a new press also took place in regular 
management meetings whose members include the Director of Manufacturing; 
the Division Manager, Subdivision A; the General Foreman of the Machine 
Shop; and a Project Engineer, Subdivision A, in charge of agricultural 
products. 



TV* Deciding To Get A Product In This Category 

Once the need to increase production capacity had been established, 
formal proceedings were begun to support the decision to get the product* 
At the request of the Director of Manufacturing, the Engineering Depart- 
ment instituted what is called a "feasibility study" to determine the 
cost of the new equipment and--since some presses require more power to 
run them and more repairs to maintain them than do other presses--to 
decide what type of equipment would be most economical* 

The Vice-President of Engineering received a copy of a letter written 
by the Division Manager, Subdivision A, to the Director of Manufacturing 
requesting the press and then, at the formal request of the Director of 
Manufacturing, the Vice-President Engineering turned the matter over to 
the Project Engineer, Subdivision A* "Officially, I would do nothing 
until (Director of Manufacturing) asked me to," the Vice-President 
Engineering noted* The Project Engineer, Subdivision A had in his words, 
lr To decide what the specs of the press should be*" The Chief Tool 
Engineer, Engineering Department helped to decide what the size and 
specifications of a new press would be. Also involved in the Engineering 
Department was the Senior Project Engineer for Machine Design. 

Following the "feasibility" study, the Director of Manufacturing 
asked that an economic study be conducted by the Accounting Department 
in order to calculate depreciation on the press and "how soon it would 
pay off", i*e. bring in profits to compensate for investment and depre- 
ciation. This study also took into account possible company losses of 
revenue likely to result from failure "to gear ourselves to produce 
forecasts." As the Director of Manufacturing put it: "Projected pro- 

fits were then used to Justify the purchase of additional equipment* 

Since operations are presently extended to their limitations and require 
premium time operation (overtime), loss in profit is in direct relation- 
ship to the overtime we have to pay. The additional equipment can be 
) run on straight time," 
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The company Secretary-Treasurer (also a Vice-President) "checked 
the figures" of the economic study to "see if they seem reasonable." 

The Secretary-Treasurer also mentioned having discussed the possible 
need for getting a new press with the Director of Research and Devel- 
opment (also Chief Metallurgist), with the Quality Control Manager, 
with the Director of Industrial Relations and with the Executive Vice- 
President. Referring to the diversity of persons involved in these 
discussions, he commented "these subjects come up." 

Following reports from both Engineering and Accounting Departments, 
the Project Engineer, Subdivision A, sent a letter to the Director of 
Purchases requesting quotations for the specifications decided upon. 

Once these quotations were available from Purchasing, (with a Pur- 
chasing Agent participating at this stage) the Project Engineer, Sub- 
division A, compared them and itemized them in a chart. The Vice- 
President, Engineering and the Plant Engineer then decided together on 
"what's the best", and made out what is called a "reason sheet", which 
is, in the words of the Plant Engineer, "a request to [the parent cor- 
poration] for money to buy the press." Since all capital investments 
have to be approved by the parent corporation, final approval on the 
decision to purchase the press was given not only by the division Pres- 
ident but also by the President of the Corporation, the Chairman of the 
Board, the Corporation Group Vice-President, and the Corporate Director 
of Manufacturing Services. The approval of the latter two corporate 
officers was more than a formality. Among other things, the Secretary- 
Treasurer noted that the Director of Manufacturing Services "would look 
throughout the company to see if there was another press available," 

The approval of the Corporate President and of the Chairman of the Board 
Is required on purchases over $50,000. 

One respondent quipped that "they have everybody but the Pope [in] 
on a decision like this." It appears that the wide division of labor 
necessary to conclude the purchase of a piece of capital equipment such 
as this means that no single individual carries the main share of in- 
fluence or responsibility for the purchase decision. The Director of 
Manufacturing, who set in motion proceedings to get the press, was one 
of the most influential persons because as he himself put it, "I am 
the focal point betweeen the Sales Department and customer requirements, 
and am responsible for fulfilling those requirments . In this case, I 
specifically recommended an increase in productive capacity and [Justified 
it] to the Engineering Department." The Division Manager, Subdivision 
A, was also influential; since he was "in charge of the press" and had 
"to keep it going"; he doubtless was intimate with the production prob- 
lems posed by the older press. On the sales end of the situation, the 
Sales Manager, Agricultural Products, Sales Department, was seen by some 
as influential since he needed the larger discs in the greater quantity 
which the new press could provide. "He says he needs it, and if he can't 
get it he won't fulfill sales," the Plant Engineer said. Still another 
influential person was the Vice-President for Engineering, whose task it 
is "to specify all of the production equipment" and who is "responsible for 
keeping up the physical condition of the plant." 
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To summarize the reasons for the purchase of the press, it was 
obtained primarily because the company wanted to equip itself to meet 
forecasted higher sales demands by increasing; its productive capacity. 
The new press would allow for the manufacture of larger, heavier 
discs, Secondarily it would relieve strain on the old press, and, by 
eliminating overtime fees, allow the company a possible savings of 
$10,000 annually. As the company President put it, the press was needed 
"to maintain our position in the industry; if we didn't have the press 
and the other broke down we'd be out of business." 



V, Selecting^ Specific Type Of Product And A Supplier 

Altogether nine different press manufacturing companies were consid- 
ered as potential suppliers during deliberations about this purchase. All 
of them manufacture several different size presses. 

Although the order for the press was placed through the Purchasing 
Department, the actual choice of the supplier was done by key persons in 
the Engineering Department. As the Director of Purchases explained, 

"The specs were drawn up by Engineering. They decide what is necessary; 
we [the Purchasing Department] try to meet their requests." The company 
keeps a register of all manufacturers and equipment and the Purchasing De- 
partment gives Engineering a suggested list of suppliers compiled from 
"previous experience" with the suppliers. 

After the specifications for the new press had been drawn up by the 
Project Engineer, Subdivision A, and by the Chief Tool Engineer, the 
Project Engineer sent a letter listing these specifications to the Dir- 
ector of Purchasing. The Purchasing Agent then got in touch with various 
press manufacturers in order to get quotations on a custom press. As he 
said, "You go to all the manufacturers who make such presses for the 
specs you require. This is the only way because they are made for your 
use. They look alike, but the inner workings are designed for you." 

The Purchasing Agent provided the estimator of the successful sup- 
plier with the specifications as they were determined by Engineering. 

Since the successful supplier does not itself manufacture the presses 
but serves ^"manufacturer's representative", the supplier estimator took 
the "specs" to the company that makes the machine, and then checked back 
with the purchaser to make sure that its specifications were met. The 
President of the company remarked that the Engineering Department also 
confeered with each of the possible suppliers "to decide which one they 
want." The Chief Tool Engineer, Engineering Department, met with a sales 
representative of the supplier finally chosen, who had come with litera- 
ture to discuss equipment. Once quotations were obtained, the Project 
Engineer, Subdivision A, compiled them on a chart so that they could be 
compared. The principal influence in determining the supplier of the 
press was divided among three persons in the Engineering Department. As 
the Project Engineer, Subdivision A, said, "It's our Job to see that the 
correct machinery is bought for the correct job." It was he who actually 
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"raade the final decision and it was never questioned” because "I'n in 
charge of that;-- I'm supposed to know what I want." His decision was, 
however, approved by the Plant Engineer— who also carried influence 
because he initiates all "reason sheet$"--i,e. , the purchase Justifi- 
cation and requests for money. The supplier selection was also approved 
by the Vice-President Engineering who, according to the Scretary-Trea- 
surer, "knows presses-- [he has] forty years experience in deep drawing- 
steel language," The Vice-President, Engineering, saw the choice of 
supplier as a group decision. He said, "the group Just decided; the ul- 
timate user has the choice because he's the one to make it work, all 
other things being equal." 



The successful supplier was chosen mainly because of its ability 
to meet the specifications decided upon by the Engineering Department. 
As the Project Engineer said, "if you can't get the press you want, you 
might as well not buy one." 

The Secretary-Treasurer commented also, "In expensive equipment, 
reputation has a great deal to do with it. (Successful supplier) has 
a good reputation— they're known for doing the Job*.." 

A requisition was signed on October 19, 1966 by the Plant Engineer 
and by the Chief Tool Engineer, Engineering Department and approved by 
the Vice-President, Engineering and by the Secretary-Treasurer, The 
purchase order, signed by the Purchasing Agent and approved by the 
Director of Purchases, was issued on October 21, 1966. The press is 

due to be delivered in 1968. 



VI, Sources Of Information About Product And Suppliers 

The Vice-President for Engineering got all of his relevant infor- 
mation concerning this purchase from the Project Engineer, Subdivision 
A, by means of the latter's letter to the Purchasing Department re- 
questing quotations for specifications. ("It all comes in as potential 
supplier's quotations and specifications.") He felt that this was his 
most valuable source of information. 

The Project Engineer (Subdivision A) had three sources of informa- 
tion: past experience with this particular type of press; the Purchasing 

Agent who supplied him with names of potential manufacturer^ and direct 
information from the supplier. He considered the last source, informa- 
tion from the supplier, to have been the most valuable to him. 
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The Purchasing Agent contacted the various suppliers of the type of 
press desired, told them the specifications, and then got quotations from 
them* He got information from the Director of Manufacturing, and from 
the Engineering Department. He considered his most valuable source of 
information to have been the quotations of the suppliers* 

The Plant Engineer said that his most valuable source of information 
was (indirectly) the Purchasing Department* This information came to him 
through the Project Engineer, Subdivision A, who had contacted Purchasing. 
On the basis of this information, the Project Engineer made up a chart 
showing price, delivery date and specifications given by each supplier, 
which he then gave to the Plant Engineer* 

The Chief Tool Engineer vent to the Director of Purchases and to the 
Purchasing Agent for names of potential suppliers* Previous experience 
with similar types of presses was another source of information for this 
respondent* He said that his most valuable sources of information were 
the two men listed above in the Purchasing Department, because they "see 
all the salesmen in the country*" 

The Secretary-Treasurer (also a Vice-President) said that he got his 
information from the Vice-President for Engineering and from the Director 
of Purchases* The former told him the specifications of the press to be 
met, and the latter gave him a list of delivery schedules and prices* In 
this case, the respondent was in contact with no one outride the company* 
He considered the knowledge of the Vice-President for Engineering to be 
his most valuable source of information* 

The only source of information mentioned by the Director of Pur - 
chases was the Purchasing Agent, who brought the respondent up to date 
on what had been done, what quotes had been received, and then how the 
choice of supplier was made* 

Although the Director of Manufacturing said that he did not see 
much information, that which was of use to him was giv?n by the suppliers, 
and he considered this to have been his most valuable source* He also 
mentioned past experience with equipment of a similar nature to have been 
helpful as a source of information* 

The Division President apparently had little to do with the pur- 
chase of this product from this particular supplier in the first phases; 
he said that his company contacted the press manufacturers though the 
Purchasing Department, then through the Engineering Department* He 
said no one source of information was most valuable to him* 
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\ .Summary: Number Of Persons (Of Nine Inter viewed) Who Got Inforraa- 

tiog Fro.n Following Sources 

Others in the company 3 

Had previous experience with this type of 

product or a supplier of it 3 

Received direct information from the supplier 3 



VII, Satisfaction With Purchase 

Of nine key persons interviewed about this purchase, all said that 
they had been completely satisfied about this purchase at the time 
the decision was made* A number of persons mentioned the fact that the 
press purchased met all the required specifications. However, one 
Engineering deaprtment man said that "the only sad part is the delivery," 
Delivery is not expected until about eighteen months after the purchase 
order was completed. 



VIII* Nummary Of Persons Mentioned As Involved In Purchase Decision 
Ton Management ! President, (Division); 

Vice-President , Engineering, (Division) ; 
Secretary-Treasurer (Division)*; Execu- 
I tlve Vlce-Presldc it, (Division); Dir- 

j* ector of Manufacturing Services (Corpora 

ation); Group Vice-President (Corporation); 

President (Corporation); Chairman of the 



Board (Corporation) 8 

Engineering! Project Engineer, Subdivision A, 

Chief Tool Engineer; Plant Engineer; 

Maintenance Superintendent; Senior Project 
Engineer, Machine Design 5 

Manufacturing; Division Manager, Subdivision A; 

Director of Manufacturing; General Foreman, 

Machine Shop 3 

Technical Specialists ; Director, Research and 
Development (Chief Metallurgist); Quality 
Control Manager 2 

Purchasing ; Director; Purchasing Agent 2 

£ales: Sales Manager, Agricultural Products 1 

Other; Director, Industrial Relation 1 

22 * 



*Additional persons in the Accounting Department, under the 
^ supervision of the Secretary-Treasurer appearsto have been involved 

J in the "economic study" for this purchase. 
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IX, Overall Pattern Of Communications 



/ Cbm Bd \ 
I (Corp) i 
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Purchase Decision Study 
Survey research ''"nter* 
University of Michigan 



24. CASE STUDY: DECISION TO PURCHASE BODY- MAKER 

FOR CAN MANUFACTURE IN NEW PLANT 
(AND BACKGROUND DECISIONS CONCERNING BUILDING OF NEW PLANT) 



I 



The Purchaser 



The purchaser is the Can Manufacturing Division of a large food pro- 
ducing company. The company produces a wide variety of canned and frozen foods, 
including meats, fruits, vegetables, and juices* The company is adminis- 
tratively divided into four geographical divisions, plus the nation-wide Can 
Manufacturing Division* Each division encompasses a number of plants and 
the division handles its own purchasing. Under an administrative reorganiza- 
tion which followed the purchase studied here, a corporate official report- 
ing to the Vice-President for Operations has the responsibility of establishing 
procedures for purchasing in the various parts of the company. 

The decisions studied here were made in connection with a new can- 
making plant which was built for a wholly owned subsidiary company. 

II. Background? Decision to Build the New Plant 



In about May 1965, people in the Operations Division of the company 
began to discuss what they perceived to be the necessity for creating new 
canning facilities. Prominently involved in this discussion were the Vice- 
President of the Can-* Manufacturing Division and the Director of Operations 
Engineering. The function of his department, the latter explained, is"to 
design and re-design, when necessary, the equipment used in (the company’s) 
operations. We also choose the sites and lay out our new plants--working 
with the operations people in those plants so that when the plants go into 
operation there will be a minimum of difficulty and changing needed. " 

"We were growing beyond the bounds of our present cannery capacity, 1 ' the 
Director of Operations Engineering said in explaining the impetus for discus- 
sion among Operations people. He noted, however, that it is not always the 
case that the Initiative for plant expansion comes from Operations; sometimes 
Marketing takes the initiative. 

It was decided to propose the closing down of a plant in Town B and 
the building of a new plant in Town C, twenty miles from Town B. At least 
part of the reason for this strategy appeared to be a tax consideration. On 
this point, the Manager of Production Planning and Purchasing of the Can 
Manufacturing Division commented, "We went into (Town C) because it was a de- 
pressed area and we found we could have a tax write-off for three years if we 
installed a new plant with 1007. new equipment. We could use the old equip- 
ment from (Town 8)--our nearby .. .plant and purchase new equipment for(tha 
Town C plant. V 



'’.uvci TAvw&ng Wat* tuuuu^vSd by the National Opinion Research Center. Inter— 

O levs were conducted in April 1967 with the Director of Operations Engineering 
nd the Manager of Production Planning and Purchasing, and in July 1967 with 




ummmr'mm Sales Engineer from the supplier company 
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With this tentative decision made at division headquarters, the Director 
of Operations Engineering then visited the Town B Can Making Plant to broach 
the matter to the people there, who would be asked to man the new plant. The 
decision affected these people strongly. For one thing, H It could mean whether 
they would stay in their houses or would have to move," the Director of 
Operations Engineering noted. Moreover, the acceptance of the new plant by 
these people was seen by the division headquarters people as essential, "If 
you don't have peoplo,you don f t have anything/' the Director of Operations 
Engineering commented. 

The Director of Operations Engineering talked with about ten key people 
at the Town B plant including the Plant Manager, the Office Supervisor, and 
the line supervisors. "I got their feelings, . .got them to see the light/ 1 
he said. 

In the larger company, the proposal for construction of the new Town C 
plant first went, in about July 1965, to the (companywide) Investment Com- 
mittee, which includes the Vice-Presidene of Operations (chairman), the Director 
of Operations Engineering (secretary), and representatives from Marketing, 
Accounting, and Research. At this stage, the Operations people submitted 
only rough cost figures--"a ballpark estimate," as the Director of Operations 
Engineering put it. The Investment Committee approved the new plant construc- 
tion for inclusion in its budget. At this point, more precise; cost figures 
for the new plant had to be prepared by the Operations Department prior to 
submission of a formal request to the company Executive Committee. 

Selecting A Site 

About a week after the Investment Committee had approved the new plant 
construction, the Director of Operations Engineering visited the Town B plant, 
at the request of the Vice-President of Operations, to discuss with the Town 
B Plant Manager the choice of a site for the new plant. The Plant Manager 
had selected several sites as possibilities but the Director of Operations 
Engineering concluded that these were not satisfactory and selected another 
site at Town C on a parcel of land already owned by the company. The selection 
of a site took place approximately in August 1965. 

The Director of Operations Engineering said that he discussed this matter 
al so with the Vice-President of the Can Manufacturing Division and with a Group 
Leader in his own department. He indicated that the site of the new plant 
had originally been intended to be at Town B, but had been moved to Town C. 
Concerning this switch of sites, the Director of Operations Engineering com- 
mented that there were no differences of opinion within the company, "However, 
if the businessmen of (Town B) had been more cooperative, we probably would 
not have considered moving the plant to (Town C). It was actually fortunate 
that we did not get their cooperation in procuring additional land because 
(Town C) has been in every way a better site." 

Asked who had the most influence on this decision, the Director of 
Operations Engineering replied, "I did. The proper site and set up of any 
plant is ray Job and my decision," The decision on choice of a site required 

O 
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the approval of the Vice-President of Operations (and presumably the Manager 
of the Can Making Division) but did not need to be approved any higher in 
the company, except, by implication, as part of the further approvals of the 
whole project to build a new plant. 



Further Approvals 

Following the selection of a site and the preparation of exact cost 
figures, the proposal for the construction of the new can-making plant was 
passed from the Investment Committee to the Executive Committee, The Execu- 
tive Committee is composed of the company President, the Vice-President of 
Operations (the link with the Investment Committee), the company Executive 
Vice-President, the Comptroller, and several other company Vice-Presidents. 

The Executive Committee approved the project and passed the matter to the 
Board of Directors, which is composed of the President, Executive Vice- 
President and nine other directors. Also in attendance at the Directors' 
meeting were the Vice-President for Operations and the Director of Operations 
Engineering. The Board of Directors reviewed the plans for construction of 
the new plant, as a part of the entire capital investment budget for the year, 
and approved the project. According to the Director of Operations Engineering, 
the period between the first approval by the Investment Committee and the 
final approval by the Board of Directors was about three months. Since he 
estimated the period of serious discussion prior to submission to the In- 
vestment Committee at about three months also, the entire decision-making 
process took, according to his estimate, about six months. 



Ill* Summary of Persons. Mentioned As Involved In Decision To Build New 
Plant, Including Choice Of Site, 



Top Management : Directors of company (nine); President; 

Executive Vice-President; \ — 

yicc-PrOsident ^Operations ; ; 

Comptroller; Vice-President, Can Manufac- 
turing Division; several other Vice- 
Presidents (as members of Executive Com- 
mittee) 



Engineering: Director of Operations Engineering; 

Group Leader 



Production : Manager, Town B Plant; Line Supervisors 

(about 8) at Town B Plant; Office Super- 
visor, Town B Plant 



14 + 

2 



10 _ 



Total 



26 + 
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IV* Pattern of Communications Concerning Decision to Build New Plant (As 
Mentioned ty Director of Operations Engineering) 




T_ 

fvic e- President » Operations^ 

t 



Vice-President, Can Mfglng 
Division 



)lrector, Opera- 
tions EnglneerlngT 




[^Operation 



Manager i Town 
p Plant 



Office Supervisor 
Town B Plant 



Line Suprs, 
Town B Plant 
Kabout 8) 
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V. Purchase of Body-Makers for New Plant 

One of the purchases made for the new plant was for two body - makers 
for use on the can-making production lines. A body-maker is the machine that 
cuts and forms the body (i.e., the cylinder) of the can. It performs about 
six to eight operations and produces 450-500 cans per minute. This machine, 
the Director of Operations Engineering explained, is considered "the heart 
of the can-making operation. «• if ic falters or breaks down or malfunctions, 
the whole line goes down, causing great production loss, etc." The two 
machines together cost between $150,000 to $200,000. 

VI. Past Choice of Supplier 

The company manufactured cans up until several decades ago but, the 
Director of Operations Engineering recounted, "we didn*t stay on top techni- 
cally and, since we were so far out of date, we found it less expensive to 
buy the cans at that time." However, in 1958 the company worked out a 
design for can-making machinery and began to purchase from Supplier A ma- 
chinery built from the company* s design. 

The Director of Operations Engineering recalled the original choice of 
this company as follows: "We were negotiating with another company .. .Unbe- 

knownst to anyone, including their local sales representative who had been 
working very closely and at great length with us, they waited until the 
afternoon we were to close the deal to tell us that they would not manufacture 
the machine according to our design but would sell us the style they were 
currently manufacturing and we could take it or leave it, When I came back 
to the office, I called (Supplier A)--I knew them well and thought a lot of 
their abilities. (He mentioned elsewhere that he was acquainted with Supplier 
A through calls by their sales representative.) I told them that if they 
would send some of their best people over immediately we had a proposition 
to offer them. . .They did come over at once, of course, and we closed the 
deal almost at once. It has worked out very well for both of us. We are 
completely satisfied with their work..." 



VII. Current Choice of Supplier and Type of Body-Maker 

The need for the recent purchases of the body-makers (as well as other 
can-making equipment) arose early in 1965 when plans for the new plant were 
first being discussed. The Vice-President of the Can Manufacturing Division 
brought the need for the additional can-making equipment to the attention 
of the Director of Operations Engineering. 




According to the Manager of Production Planning and Purchasing, there 
are about six companies that make body-makers. 

However, for the body-makers' for the new plant, only the past supplier 
(Supplier A) was considered. ‘‘This is the machine we use in all our canning 
plants •• .the machine is made from our deisgn and is adapted for the special 
needs of each plant," the Director of Operations Engineering said. Further 
explanation of the almost automatic choice of the same supplier used previously 
came from the Manager of Production Planning and Purchasing, who commented, 
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"We have adapted the body-maker over the years; we have about twenty in opera- 
tion now* They are actually interchangeable if necessary and this is one of 
the most important factors in having just one supplier.” 

Both the Director of Operations Engineering and the Manager of Production 
Planning and Purchasing had contact with the Supplier A sales representative. 

The Manager of Purchasing said, "We are in constant contact, we discuss the 
machines we have all over the country. We talked about the adaptations needed 
for our machine at (new Town C plant)/ 1 

The duties of the Manager of Production Planning and Purchasing, Can 
Manufacturing Division include, he said, "scheduling the use, movement and 
replacing or purchasing new equipment for can manufacturing.” He said he had 
a part in the decision to buy new can-making equipment for the new plant "only 
from the standpoint that our tax requirement and our policy for new equipment 
in a new plant required a new machine.” The Manager of Production Planning 
and Purchasing said that he discussed the need for the new machinery with 
the Plant Mans ;er of the Can-Making Plant in City A, where division head- 
quarters are located, and with the Vice-President of the Can Manufacturing 
Division. The City A Plant Manager did not have a; formal role in this de- 
cision but he was kept informed because it was anticipated at that time that 
he would soon become Vice-President of the Can Manufacturing Division. 

Type of Machines 

With regard to the specifics of the machinery at the new town C P lant * 

) the Group Leader of the Non-Processing Equipment section of the Operations 
Engineering Department, one of four sections within this department, was in 
charge of preparing specifications for the body-makers. He was assisted by 
seven other men in this section who made recommendations concerning the equip- 
ment. The Director of Operations Engineering discussed the choice of specific 
machinery for the new Town C plant with the Vice-President of the Can Manu- 
facturing Division and with the Manager of the new plant. He added, "We 
also had surveys made by several test-boring companies to make sure the ground 
we had chosen could carry the weight of our plant, which is about 3500 pounds 
per square foot, an extremely heavy weight." 

Great influence in the choice of the type of machinery for the new plant 
was exerted by the Director of Operations Engineering. "Setting up this 
plant was my responsibility," he said. The Manager of Product Planning and 
Purchasing said that the Director of Operations Engineering "is the key man 
from an engineering standpoint. He determines equipment capability and de- 
sign standards." However, the Manager of Product Planning and Purchasing 
named the Vice-President of the Can Manufacturing Division as exerting the 
most influence on the specific type of machinery for the new plant, saying, 

"He has the most information regarding can manufacturing.” 

In the early fall of 1965, as soon as the construction of the new plant 
had been approved, a purchase order for the body-makers was Issued by the Dir- 
ector of the Operations Engineering Department and processed through Purchas- 
ing--specif Ically through the Manager of Production Planning and Purchasing. 
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Formal authorization for the expenditure was given by the division 
Comptroller, who would not, according to the Director of Operations Engi- 
neering, he likely to question the expenditure as long as it stayec within 
the budget allotted in the plans for the new plant. Also giving final ap- 
proval were the Vice-President of the Can Manufacturing Division, the Execu- 
tive Vice-President of the Company, and the Executive Board of the company, 
Delivery of the body-makers to the new plant was made in about September 19G6. 

VIII. Sources of Information About Body-Makers 

Asked about ways in which he got information about machinery of this 
type or about suppliers of such machinery, the Director of Operations Engi- 
neering; mentioned only, "I was familiar with (Supplier A)... my own knowledge 
of (this supplier) and what they could do. 11 

The Director of Production Planning and Purchasing said, "for this speci- 
fic purchase, we merely contacted our supplier, (Supplier A).,. we have a con- 
tract with (Supplier A), Usually I use the Thomas Register, a listing of sup- 
pliers, and Dunn and Bradstreet. References from other companies play one 
of the strongest parts In my decision." (Mote: Although the company had a 

contract with Supplier A, it was free to change to a new supplier at any 
t ime • ) 



IX, Satisfaction With Purchase Decision 

Both the Director of Operations Engineering and the Manager of Production 
Planning and Purchasing said that they had been completely satisfied with the 
purchase decision at the time it was made and would make the same decision 
again if given the opportunity. "They have worked very well with us through 
the years," the Director of Operations Engineering commented. !l They are very 
willing to go along with out suggestions and their engineering staff and ours 
work well together." 



X. Summary of Persons Mentioned as Involved in Purchase of Body-Makers 



Top Management : President; Executive Vice-Pres. ; Vice-Pres., 

Operations; Comptroller; other Vice-Pres. on 
Executive Committee; Vice-Pres., Can Mfging. 
Division 5+ 



Operations En- 
gineering ; 



Operations i 



Purchasing ! 



Director; Group Leader, Non-Processing Equip- 
ment Section; Staff, Non-Processing Equipment 
Section (7) 

Plant Manager, Town C Plant; Plant Manager, 
City A Plant * 

Manager, Production Planning and Purchasing 



Total 



17+ 
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XI* Pattern of Communications Concerning Purchase of Body-Makers 



Executive Committee 1 
(Pres., Exec, VP, VP ! 
Operations, Comptroller j 
Other VPs) } 




ISupplier A 
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XII. .Su pplier’s Perception of Purchase Decision 

The regional Sales Engineer at the supplier company, who had most con- 
tact with persons at the purchaser company, said that he had rao>t contact 
with the Group Leader of the Non-Processing Equipment Section, Operations 
Engineering (whom he incorrectly identified as "Manager of Can Manufacturing") 
and also had contact with the Director of Operations Engineering. 

Asked who he thought it was who took part in the decision to buy the 
body-makers at this time^he named the Vice-President of the Can Manufacturing 
Division, He believed that it was this Vice-President and the Director of 
Operations Engineering who decided to buy the machinery from them. (These 
men did seem to be the key persons involved.) 

Concerning the reasons for this choice, the Sales Engineer said he felt 
it was, "because of our good relationship in the past. We are always willing 
to make any changes in equipment that they request, where other companies 
won t...the prime reason is that we will tailor our machines to fit their 
needs." 
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Purchuse Decision Study 
Survey Research Center* 
University of Michigan 



25. CASE STUDY: DECISION TO PURCHASE A COAL CRUSHER 



I, Purchaser 

The purchaser is an engineering plant of a larger company which has 
branches throughout the countr This plant operates as a u job shop" and 

makes primarily moving equipmev (e.g., coil conveyors for handling steel 

in a steel mill) and processing materials (e.g., mechanizing a foundry), 

Each plant of the larger corporation functions independently with respect 
to purchases. 

II, The Product Obtained 

The product purchased is a coal crusher for a new coal crushing plant 
being build by the company for a steel firm. A coal crusher is a rotary 
drum; its surface is covered with perforated plates and is fitted on the 
inside with lifters. As the run of mine coal is fed into it, the material 
smaller than the perforations passes through the drum. The coal crusher 
breaks up mine run coal as it comes from the mine to less than four 
inches in diameter and removes unbreakable rock (and other foreign material) 
of larger than four inches diameter. This process as accomplished by the 
crusher is done prior to washing, drying, and sorting. 

I I I, How the Need Came Up 

The need for the coal crusher arose in May 1966, according to the 
Chief Buyer, because a customer had asked the company to build a coal 
crushing plant. There was never any question within the company as to 
whether a coal crusher would be purchased. As the purchasing Agent said, 
"•••any coal crushing plant needs a coal crusher, 1 ' Discussion centered 
around the choice of type of coal crusher and of supplier. 

In the late spring and early summer of 1966, a Divisional Engineer, 
Engineering Estimating Department, discussed the choice of type of coal 
crusher with two Consulting Mechanical Engineers and with a Sales En- 
gineer in the Company, The latter conferred with the customer as to its 
preference about type of coal crusher. Meanwhile, the Chief Buyer dis- 
cussed the purchase of a coal crusher with the Divisional Engineer in charge 

of Engineering Estimating. 

IV • Type of Crusher Selected 

There are two types of coal crusher, "roller 1 * and M brcaker." The 
Divisional Engineer, Engineering Estimating Department, said that the 
selection of the type of coal crusher to be purchased "was a basic de- 
cision to be made before we proceeded to get quotations#" It was, he 



^Interviewing for this study was done by the National Opinion Research Center, 
University of Chicago. The Purchasing Agent; the Chief Buyer; a Divisional 
Engineer, Engineering; and a Divisional Engineer, Engineering Estimating; 
i well as a supplier's representative, were interviewed in January, 1967. 
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said, his responsibility to choose the type of coal crusher and to "point 
out the various applications of pressures, suitable to this product," as 
well as the differences in cose of operating maintenance betweei. the two 
different types of coal crushers. 

The Divisional Engineer, Engineering Department, said that there had 
been some difference of opinion with regard to which type of coal crusher 
to purchase-~a breaker or a roller. This difference was resolved, he said, 
by studying the characteristics of the run of mine coal and by deciding to 
remove as much rock as possible before further processing, which necessi- 
tated using a breaker type of coal crusher. 

With regard to the choice of the particular product, the reasons, then, 
wore twofold: One, the oversize refuse material dictated the desirability 

of purchasing a breaker type of coal crusher; and second, the performance 
of this particular type of equipment under similar operating conditions had 
been satisfactory, based on past experience with this type of coal crusher 
at otherplants which this company had set up. 

It was the consensus of the respondents that the Divisional Engineer, 
Engineering Department, had had the most influence in the selection of the 
type of coal crusher, because it was his job to engineer the coal crushing 
plant to work. However, the customer was also influential in the choice 
of type of coal crusher, because there was a clause in the contract between 
the customer and the company which stated that the make and type of larger 
purchased finished components would have to be approved by the customer 
company. 

V. Choosing a Supplier 

Once the type of coal crusher to be purchased had been decided, the next 
step was for the Purchasing Agent to request bids from suppliers based on 
information supplied by the Engineering Department concerning the type of 
crusher desired. Of five possible suppliers mentioned by respondents, three 
were seriously considered in this case, i.e., were asked to make bids. 

The suppliers which were considered sent in many pamphlets and brochures with 
their quotations, which explained the advantages and operation of their 
products. In addition, local sales representatives of the three suppliers 
called on the company after bids had been requested. Also, the sales manager 
of the successful supplier called on the Chief Buyer. 

The Divisional Engineer, Engineering Estimating Department, said that 
he reviewed the price quotations of the suppliers. He discussed the choice 
of supplier with the Purchasing Agent, Purchasing and with the Sales En- 
gineer, Sales, the latter consulting the customer with regard to their 
preference. The Divisional Engineer, Engineering Department, whose job 
it was to analyze the bids from the standpoint of meeting engineering per- 
formance, said, "The return bid will describe the particular vendors pro- 
duct in detail, with particular emphasis on the moving parts. They all 
quote their weights of machine. This gives us a clue as to their par- 
ticular machine." To help in the selection of supplier, the Purchasing 
Department made a "flow sheet," based on information received from the 
Engineering Department. "We like Engineering to tell us which of the 
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three (suppliers) they would prefer, all other things being equal. Then 
we take over from there,” said the Purchasing Agent* The Purchasing Agent 
was consulted by the Chief Buyer, whose job it was to get the suppliers* 
quoted prices down to match the cost estimates made by the Purchasing 
Department, and by the Divisional Engineer, Engineering Estimating De- 
partment , with regard to choice of supplier* 

The Purchasing Agent and the two Divisional Engineers believed that the 
Chief Buyer had the most influence on the selection of the supplier, be- 
cause the final selection was based on price, about which he knew the most. 

Another factor influencing the choice of a supplier was what respondents 
termed "reciprocity"--! *e • , buying from suppliers who are themselves cus- 
tomers of the company* "We try to take care of the people who take care 
of us," one respondent explained* The supplier chosen was a customer of 
the company, while one other supplier considered was a competitor. The 
equipment of the two suppliers was equivalent. However, one respondent 
explained, had price been too far out of line, "reciprocity could not swing 
it," although he did add that it was preferred by the customer company, 
provided that the price was competitive with that quoted by other sup- 
pliers. 

Once the type of coal crusher and supplier were selected and final 
approval was given by the customer company, the purchase order was signed, 
on September 15, 1966, by the Purchasing Agent. 

VI. Sources of Information about Product and Suppliers 

The Divisional Engineer . Engineering Department, said he got informa- 
tion about coal crushers and their suppliers from the vendors 1 bids and 
vendors 1 pamphlets describing their particular machines and from adver- 
tisements of rotary breakers in Coal Age . He considered the vendors 1 
pamphlets to be his most valuable source of information. 

The Divisional Engineer . Engineering Estimating Department, said he 
got relevant information from geoeral catalogs on cor 1 crushing, from local 
sales representatives and their quotations, and from one of the two con- 
sulting engineers retained by the company who had had background in this 
field. He listed his most valuable source of information as being the 
local sales representative of the successful supplier because of the man f s 
"knowledge and his ability to explain the details on it." 

The Purchasing Agent . Purchasing Department said he acquired his in- 
formation from past experience in setting up coal crushing plants; from 
quotations and literature from the three vendors; and from the Divisional 
Engineer, Engineering Department. He considered his most valuable source 
of information to be that contained in the literature from the vendors. 

The Chief Buye r. Purchasing Department said he got information from a 
standard reference (The Thomas Regis ter ) . from publications (Iron Age . Pro- 
duction and Steel ), from salesmen and their brochures, and from the En- 



gineering Department. Each of the publications mentioned had, he said, rele- 
vant advertisements and forms which be filled out and returned to each of 
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the three publishers for additional information about the products ad- 
vertised (coal crushers). He felt that the manufacturers' brochures were 
his most valuable source of information because they "go the furthest to 
tell you about it; of course, he doesn't tell you what's bad about it," 

VII, Satisfaction with Decision 

All those interviewed said that they had been completely satisfied with 
the purchase decision at the time it was made. Reasons given included the 
fact that the quoted price matched the estimated cost as assessed previously, 
the e5:cellent reputation of the supplier and past favorable experience with 
the supplier's other products. 

Asked if they would favor making the same decision again, given the 
opportunity, all four respondents said they would. The Chief Buyer summed 
up his feelings in saying that "It's a good machine and the price was 
right," 

VIII. Summary of Persons Mentioned as Involved in Purchase* 

Engineering : Divisional Engineer, Engineering; Divisional En- 

gineer in charge of Engineering Estimating; Divisional 
Engineer, Engineering Estimating; Consulting Mechanical 



Engineers (2) 5 

Purchasing : Purchasing Agent; Chief Buyer 2 

Sales : Sales Engineer I 

Total 8 



*Also involved were an unspecified number of persons at the customer company 
for whom the purchaser company was building the coal-crusher plant. 
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IX . Overall Pattern of Communication Concerning Purchase - 
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*Since an organizational chart was not available, the organizational re- 
lationships shown on the above chart may not be precisely correct# 
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X# Supplier's Perception of Purchase Decision 

Of four persons at the supplier who had any contact with people at the 
purchaser company, the local manufacturer's agent had the most such contact. 
He reported having had contact with the Chief Buyer, with the Divisional 
Engineer of the Engineering Department and with the Sales Engineer, 

Asked vrtio he thought it was at the purchaser company v?ho took part in 
the decision to buy the coal crusher from his company, rather than from 
another supplier, he mentioned . the Divisional Engineer, Engineering De- 
partment, the Purchasing Agent and the Chief Buyer, (These persons, es- 
pecially the Divisional Engineers and the Chief Buyer were, in fact, key 
men in the purchase.) With regard to the reasons for the choice of his 
company as the supplier, the manufacturer's agent thought it was "very 
likely" that the purchaser company's customer (for whom they were building 
the coal-crushing plant) found this supplier crusher "very acceptable to 
them," He conjectured further that the Divisional Engineer's "analysis of 
the three machines offered" might have been important since the ultimate 
user's approval "might have been on his recommendation," 
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Purchase Decision Study 
Survey Research Center * 
University of Michigan 



26. CASE STUDY: DECISION TO PURCHASE A TRACTOR TRUCK 

I. Purchaser 

The purchaser is the main division of a company which is primarily a 
designer and manufacturer of high quality organs and pianos* This division 
produces a large number of organs models and has several plants within the 
same city. The Purchasing Department of the main division, where this study 
was done, employs eighteen persons. The division is completely responsible 
for its own purchasing. 



IT. The Product Obtained 

The product obtained is a tractor truck* A tractor truck is the front 
or cab part of a truck, which has a base onto which trailers can be attached. 
One of its important advantages is its ability to pull any series of trailers. 
The trailer attached rides on a fifth wheel of the tractor. This truck was 
purchased for the purpose of delivering wooden cabinets between the various 
plants of the company, during the first stages of assembly. Before the 
purchase, the plant used a 1958 model tractor truck, of the same make* Prior 
to 1958, a regular hauling truck was used as the volume of business did not 
require a large load capacity at that time. 



Ill* How Need For Getting Product Came Up 

The need for a new vehicle was brought to the attention of the Pro- 
duction Control Manager, Production Control Department, by the Traffic 
Supervisor, Production Control Department, during the preparation of the 
annual budget in April, 1965. The Traffic Supervisor indicated that there had 
been a significant increase in repair and maintenance costs for the truck then 
being used. The truck was roughly eight years old and had a mileage of 
130,000 miles. It was generally in need of repair, including motor and brake 
repair, and the body was rusting out, leaving the fenders and running boards 
only loosely attached to it. The repair necessary for the motor would have 
been very costly. For these reasons, the Traffic Supervisor decided to discuss 
the condition and expense of the functioning vehicle with the Production 
Control manager, who (among other things) is responsible for the shipping 
and handling of all finished goods* The Traffic Supervisor spoke with the 
Production Control Manager about the condition of the truck and asked that 
the purchase be proposed in the budget for the current or following fiscal 
year. 



* Interviewing for this otudy was conducted by the National Opinion 
Research Center 



Summary: Persons Mentioned As Involved In Discussion Of Need 

Production: Production Control Manager 1 

Services: Traffic Supervisor 1 

Total 2 



IV. Deciding To Get A Product In This Category 

Having been advised of the condition of their current truck by the 
Traffic Supervisor, the Production Control Manager had to make a 
Judgment as to whether its condition was poor enough to require the purchase 
of a new truck. In making this Judgment he was evidently much influenced by 
the opinion of the Traffic Supervisor; the latter felt he had great influence 
on the decision to buy the truck saying , "they kind of respect our de- 
cisions on maintenance and accept our opinion therefore. M Had the Production 
Control Manager not been convinced by the Traffic Supervisor of the need for 
the truck, the matter would have gone no further. But, as the Production 
Control Manager explained, he felt it "uneconomical to continue with a 
vehicle which required constant repair." So after reviewing his own depart- 
mental budget, the Production Control Manager approved the Traffic Supervisor's 
requisition, asking that the vehicle be entered into the next fiscal year's 
budget. The requisition was then forwarded to the Director of Manufacturing 
whose approval was also required. He discussed the need and condition of 
the vehicle with the Production Control Manager, who is under his supervision. 
The Director of Manufacturing indicated that he is in favor of delegating 
authority to those responsible and usually accepts their word on a replace- 
ment. He, then, also gave his approval and submitted the requisition to the 
President whose final approval was necessary. The President noted that the 
purchase of a truck "would require the division or department head to submit 
a request to demonstrate need and also to submit alternative proposals." 



Summary: Number Of Persons Involved In Decision To Get Product In This 

Category 

Top Management: President 1 

Production: Production Control Manager, Director of 

Manufacturing 2 

Services: Traffic Control Manager 1 

Total 4 



V. Selecting A Specific Type Of Product And A Supplier 

A number of potential truck suppliers » 2 re available to the purchaser, 
all of which made several kinds. of trucks. Six of the potential suppliers 
were considered. One of these had previously been a supplier to the company, 
and there seemed to be a general consensus among those concerned (including 
the opinion of two drivers of the truck who were consulted) that this company's 
product would prove most reliable. Still, the Director of Manufacturing, the 
Manager of Production Control, and the Buyer all felt it wise to read the current 
literature and reports; moreover the Buyer called in several other supplier re- 
presentatives. 

O 



The Traffic Supervisor, production Control, was most influential in 
chcosing both the type of truck to be purchased and the supplier, since, as 
one of his superiors said, ,r he has to live with it. ,f After discussing the 
need for a new vehicle with the Production Control Manager, the Traffic Super- 
visor contacted a salesman from the successful supplier who gave him the latest 
specifications and brochures on their current model tractor trucks. He also 
consulted two of his four drivers who offered their suggestions and recommen- 
dations. The Traffic Supervisor also received advice from the Buyer, Pur- 
chasing, who recommended a particular supplier for reasons of price, delivery, 
and the supplier's locations* 

Both the Buyer and the Traffic Supervisor met with the supplier repre- 
sentative during tie time that the purchase was being considered. The Buyer 
initiated an interview with the sales representative along with a request for 
literature on the subject. He requested some quotations from the sales repre- 
sentative and was also Interested in expediting the delivery. He then set up 
an appointment for the supplier salesman to meet with the Traffic Supervisor 
to determine the extent of the company f s needs and to review the condition of 
the trade-in. 

When the Traffic Supervisor met with the salesman, they discussed truck 
specifications and the requirements of the purchaser. Such subjects as the 
average load and distance of travel were considered in relation to the truck 
axel, springs, size of tires, type of motor, brake system (air or vacuum 
brakes), etc. 

After forming an opinion about the type of truck to purchase and the 
supplier which he preferred, the Traffic Supervisor gave his recommendation 
to theProduct ion Control Manager; this recommendat ion was in accord with the 
opinion of the Buyer. Both men felt that the successful supplier sold pro- 
ducts of high quality and were further assured by its reputations and known 
reliability. The fact that this supplier offered repair service at night was 
also an important factor, as the company needed the truck in working condition 
at all times. Rental coats would amount to $85 per day, but any truck pur- 
chased from this supplier could be brought in for repair at night and put into 
working condition by the following day. Another determining factor was that 
the supplier's service facilities were conveniently located. 

The specific type of truck chosen was a duplicate of the one previously 
used. As the Traffic Supervisor explained, the older truck “...had given us 
quality" and had only needed ir a minimum amount of maintenance/ 1 Finally, the 
price was comparable with Those of- other suppliers 

The Traffic Manager sent his recommendation as to the type of truck and 
supplier for the purchase to the Production Control Manager, who concurred. 

The Production Control Manager then brought the matter to the attention of the 
Director of Manufacturing* The Director of Manufacturing said M I would like to 
try (a different supplier) but I take the Judgment of my operating people." In 
this case, he approved the choice of his subordinates. Finally, the company 
President, who indicated that he generally accepts the Judgment of the persons 
directly responsible, approved the purchase order sent by the Director of Manu- 
facturing. 
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After the purchase order was signed on January 3, 1966, the Production 
Control Manager spoke with supplier salesman concerning delivery of the 
truck. He was particularly anxious to see to it that the new truck would 
be made immediately available* It was delivered on February 10, 1966* 



Summary: Persons Involved In Choice Of Model And Supplier 



Top Management: President 1 
Production: Director of Manufacturing, Production 

Control Manager 2 
Purchasing: Buyer 1 
Services; Traffic Supervisor, two drivers ^3, 



Total 7 



VI* Sources Of Information About Product Suppliers 

Asked about the ways in which they got information about trucks or about 
suppliers of trucks, respondents gave the following information; 




The Traffi c Supervisor had gained information about the supplier and the 
product from past experience with use of their trucks* He spoke with the 
sales representative of the previous supplier who gave him the latest specfi- 
cations, reports and brochures on their current model tractors* He also checked 
on several other suppliers for comparison. Finally, he asked two drivers for 
recommendations and suggestions. The Traffic Supervisor considered the fact 
that this supplier is one of the top sellers to be a particularly valuable 
point of information. 



The Producti on Control Manager was directly informed about the product 
by the Traffic Supervisor. He also saw truck advertisements in two publi- 
cations, Physical Distribution and Handling and Shipping , commenting, n I look 
for all the new ideas in handling and shipping.” He considered the Traffic 
Supervisor's information most valuable because he felt that, "He's most in- 
volved in the function and recommends the vehicle best-suited to our needs-- 
he's in the position to knowr" 



The Director of Manufacturing was primarily informed through his past 
experience with the supplier and from several publications: Traffic , (inter- 

national ads), Distribution , (ads), Material Handling and Business . He was 
familiar with the previous truck through his knowledge of the truck drivers' 
personal experience. He considered the drivers' reports along with the in- 
formation obtained from the Traffic Supervisor as being the most valuable to him. 




The Buyer consulted the yellow pages of the telephone book and called in 
suppliers to provide literature pertaining to trucks they felt would be suit- 
able to the company's needs. Thus, his source of information was both personal 
interviews and literature. He also knew something about this type of product 
from past experince as he had purchased trucks on previous occasions. The 
Traffic Supervisor also contributed to his store of information. Finally, the 
Buyer read Iron Age, Newsweek , and local newspapers, 
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The President relied upon those in the company for relevant information, 

He received a requisition from Director of Manufacturing containing information 
gathered by the Buyer • 



Summary: Number Of Persons (Of Five Interviewed) Who Got Information From 



Following Sources : 

Others in the company 5 
Called on by a salesman 3 
Got direct mail from a supplier 1 
Had previous experience with this type of 

product or supplier of it 3 
Used standard reference work 1 
Saw articles or ads in magazines 3 



Total 16 



VII* Satisfaction Ulth Purchase Decision 

All those interviewed at the company said that they had been rr ccmpletely 
satisfied" with this purchase decision at the time it was made. The Traffic 
Sypervisor said he had been satisfied "because of the past history of our piece 
of equipment," a reason reiterated by the Director of Manufacturing. The Man- 
ager of Production Control thought that "ail objective, logical decision had 
been made" while the Buyer felt that the company received the most for its 
money. The company President was satisfied, he said, becuase "I accept the 
work of responsible people*" 

All respondents felt that if the decision could be made over again, they 
would make the same decision* The truck purchased has proved satisfactory 
in all respects. 



VIII* Overall Pattern Of Communication Concerning Purchase 



\ 




( President' 

7K 



i 



( Director of Manufacturing/ 

' 



i Buyer y <- 




[ Supplier ) 



( Production Control Manager 
7S 



^(traffic Supervisor. 

~ *70 



. 1 . 



( Drivers^)' y 
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Overall Summary Of Those Involved In Decision 



Top Management 1 
Production 2 
Services (traffic) 3 
Purchasing 1 



Total 7 



IX, Supplier's Perception Of Purchase Decision 

The salesman from the supplier company said that he had most contact 
with the Traffic Supervisor and the Production Control Manager, particularly 
the former. 

Asked who he thought it was at the purchaser company who took part in the 
decision to buy a truck at this time, the supplier salesman mentioned only the 
Production Control Manager, who did in fact, have primary responsibility for 
this decision! The supplier salesman did not mention any of the other persons 
who had a role in this decision* 

Asked who he thought decided to buy the product from his company, rather 
than from another supplier, the supplier salesman mentioned only the Traffic 
Supervisor, who did, in fact, have the greatest influence on the choice of the 
supplier* The supplier salesman did not mention a number of other persons who 
were prominently involved in the selection of a $upplier--especially the drivers, 
the Buyer and the Production Control Manager (see above*) 



O 



203 



- 200 - 



r 



Purchase Decision Study 
Survey Research Center* 
University of Michigan . 



27. CASE STUDY; DECISION TO PURCHASE A PICK-UP TRUCK WITH SNOW-PLOWING BLADE 



I* Purchaser 

The purchaser is one of four divisions of a large midwestern corpor- 
ation. This division manufactures a variety of types of printing presses 
as well as carton-making equipment. Purchasing is handled by the division 
itself, except for purchases over $50,000 (capital expenditures) , which must 
be approved at a corporate level* 



II. The Product Obtained 

The product is a pick-up truck which is equipped with a snow'-plowing 
blade. It will be used primarily by the Machine Shop for plowing snow in 
parking lots and storage yards. It may also be used as a pick-up truck 
for short-distance deliveries and for other uses not yet determined. Before 
the truck was purchased* a tractor with a snow-plowing blade, a rotary sweeper, 
and a snow bucket was used for snow removal* 



III. How Need For Getting Product Cue Up 

The Plant Engineer, Plant Engineering Department, whose responsibility 
is to help purchase and maintain all types of equipment, said that the need 
for getting such a truck had been first brought to his attention by the 
President of the division and by the Superintendent of the Machine Shop. 

He added that "all the employees and supervisors noted the need for snow 
removal over many years* *.at least three years ago. ..The equipment was in- 
adequate for large snow storms." The Product Plant Engineer, Plant Engineering 
Department (the Plant Engineer^ assistant) mentioned August, 1965 (i.e. with 
Winter coming on soon) as the date when the need became acute. A specific 
recommendation for getting new snow removal equipment was made at this time 
by the Receiving Department Foreman, Machine Shop, whose responsibility is 
snow removal. He made his recommendation to the Product Plant Engineer, 

Plant Engineering Department* 



Summary; Persons Involved In Discussion Of Need 
Top Management: President 

Manufacturing Superintendent; Receiving Department 
Foreman--both of Machine stop 
Service: Plant Engineer, Product Plant Engineer 



t> 

* Interviewing for thi3 study was conducted by the National Opinion 
Research Center 

:I\!C 



1 

2 

Total 5 
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IV* Deciding To Get The Product 

The Plant Engineer, Plant Engineering Department, tried to learn more 
about the type of snow removal equipment needed by speaking individually 
with the Manager of Manufacturing and with the Product Plant Engineer* The 
latter in turn discussed the need for new equipment with the Receiving De- 
partment Foremaf:, with the General Foreman, and with the Superintendent, 
all of the Machine Shop* 

Although none of the respondents interviewed indicated that there were 
any differences of opinion about the desirability of purchasing new snow 
removal equipment, a representative from one of the two suppliers contacted 
believed that the Product Plant Engineer had to "sell 1 * others in his company 
on making the purchase* The Supplier representative said that, "the Product 
Plant Engineer had to give the other people involved reasons for wanting to 
change [from the old snow removal equipment] telling them about the vehicle 
and suggesting that the old equipment could be traded in [to! reduce the 
purchase price*" 

The Plant Engineer, who was in favor of buying new equipment, influenced 
the others since, as the Product Plant Engineer expressed it, "he’s responsible 
for purchases of this type of equipment*" It was also he who made, with the 
approval of the Manager of Manufacturing, the decision to get the new equip- 
ment, Final approval for the purchase was given by the Controller,, who ap- 
proved the expenditure, and by the President of the division, 



Summary Of Pe r sons Involved In Decision To Get Product 

Top Management: President 1 

Manufacturing: Manager of Manufacturing; 

Superintendent, General Foreman, and 
Receiving Department Foreman--Kachine 

Shop 4 

Financial: Controller 1 

Services: Plant Engineer, Product Plant Engineer 2 



Total 8 



V » Selecting A Spe cific T yp e Of Fro duct And A Supplier 

Although there were several potential suppliers of pick-up trucks 
available, only two such suppliers were seriously considered. The Product 
Plant Engineer indicates that a pick-up truck made by Sufplier 1 was under 
consideration along with a smaller vehicle from Supplier 2* 

The preliminary contacts with these suppliers were made by the Product 
Plant Engineer, Plant Engineering Department, who got information on the 
truck models anc' price quotations* A sales representative from Supplier 1 
gave him brochures and also brought a pick-up truck to the company for a 
demonstration. Both the Plant Engineer and the Product Plant Engineer were 
present at the demonstration, 

O 
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Both the Plant Engineer and the Product Plant Engineer consulted several 
others about the choice of a truck. The Plant Engineer consulted the Manager 
of Manufacturing and the Superintendent of the Machine Shop, Manufacturing 
Department, who was consulted about other uses for the truck. The Product 
Plant Engineer spoke to the Plant Engineer, to the Receiving Department Foreman, 
Machine Shop, and to the latter^ superior, the Superintendent of the Machine 
Shop. It is the Receiving Department Foreman who will be using the pick-up 
truck for snow removal and for short deliveries. 

There was some difference of opinion concerning whether to get a pick-up 
truck from Supplier 1 or a smaller vehicle from Supplier 2. The Product 
Plant Engineer states that some individuals felt that Supplier 2 r s vehicle 
ought to be purchased sinae it is "the best known and oldest ,r in its category. 
Also, the Receiving Department Foreman, Machine Shop, mentioned that he knew 
of someone (unspecified) who had had trouble with the type of pick-up truck 
manufactured by Supplier 1. 

However, after further discussion agreement on Supplier 1 was reached# 

The Plant Engineer and the Product Plant Engineer felt that they had the great- 
est influence on this choice# The latter commented, M I was gathering all of the 
information and contacting all of [those] concerned# 11 Several reasons were 
given for the choice made. The Plant Engineer lists ,r price, delivery, and 
ease of maintaining, 11 while the Product Plant Engineer states, "First of 
all, we felt that the merits and available options on (Supplier l f s pick-up 
truck) were more suitable to our needs than those of (Supplier 2 r s)# The 
secondary reason was that it could be used ns a pick-up truck; the avail- 
ability of service facilities was another factor* 11 

After the choice of a truck had been made, the Plant Engineer drew up 
the requisition specifying the supplier and type of truck wanted# A purchase 
order made up on November 15, 1966 was signed by the Director of Purchasing, 
by the Manager of Manufacturing, by the Controller, and by the President of 
the Company. 



Su mmary; Persons Involved In Choice Of Specific Truck 

Top Management; President of Company 1 

Manufacturing: Manager of Manufacturing; Superintendent, 

Machine Shop; Receiving Department Foreman, Machine 
Shop 3 

Financial: Controller 1 

Purchasfng: Director of Purchasing 1 

Service Personnel: Plant Engineer, Product Plant Engineer 2 



Total 8 
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VI, Sources Of Information About Product And Suppliers 

The Product P lant Engineer said that he had had previous experience 
with the two suppliers under consideration and that this was why they were 
being considered* He also checked the phone book to make sure that service 
facilities were conveniently located to the company. He felt that his most 
valuable source of information had been the manufacturing brochures brought 
by the sales representatives of the two suppliers. 

The Plant Engineer stated that he had contacted several suppliers for 
price quotations and complete specification of various types of trucks. He 
also received information from such magazines as American Machinist , Material 
Handling . and Production Engineering . He felt that his most valuable source of 
information was the manufacturing specifications from the suppliers. 

The Director of Purchasing received an appropriation request and a re- 
quisition from the Plant Engineer and the Product Plant Engineer, These were 
the only sources of information he mentioned and were what he considered the 
most valuable to him. 



VII, Satisfaction With Purchase Decision 

The Product Plant Engineer and the Plant Engineer both said they had 
been "completely satisfied" with the purchase decision at the time it was 
made because they felt it so adequately filled the company’s needs. The Plant 
Engineer commented, "We generally purchase equipment from reliable companies," 
Likewise, whan asked if they would be willing to make the same purchase again, 
both emphatically said "yes," The Purchasing Director declined comment on 
whether he would be in favor of making the same purchase again, noting that 
Purchasing was not involved in the actual choice of the product. 



Overall Summary Of Persons Involved In Purchase 



Top Management 1 
Manufacturing 4 
Financial 1 
Purchasing 1 
Services 2 



Total 9 




207 



- 204 - 



VIII. Overall Pattern Of Communication s. Concerning Purch a se Decision 




) 

o 
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IX. Su pplier 1 s Perception Of Purchase Decision 

The Tales Representative from the Supplier said that he had greatest 
contact with the Product Plant Engineer concerning this purchase. Asked who 
he thought took part in the decision to purchase this he mentioned only the 
Product plant Engineer. He said also that he thought several other people in 
the company were involved in this decision--people whom he thought had to be 
"sold" by the Product Plant Engineer. However, he said ,J I don't know" who 
those other people are. 

Asked who he thought decided to buy from his company rather than from 
another supplier, the supplier representative again mentioned only the Pro- 
duct Plant Engineer, adding "as far as I know." 

He did not appear too sure either about how the purchaser company learned 
about his own company's products, saying "I would assume that it was through 
advertising and through a trade Journal." He did seem knowledgeable about the 
reasons the Purchaser chose his product, on the basis of what the Product 
Plant Engineer told him. These reasons, as he saw them, werei 

(1) His company's price quotations were lover* 

(2) The other supplier being considered no longer made a particular 
model. that the Purchaser waa interested in. 

(3) There is a parts and service center for his company's product close 
to the Purchaser company. 

(4) "Possibly they like me although I had actually only been in contact 
with (Product Plant Engineer)". 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



28. CASE STUDY: DECISION TO LEASE FLEET OF "OVER- THE* ROAD" TRUCKS 

AND TRAILERS 



T he Purchaser 

The purchaser is the Can Manufacturing Division of a large food products 
company. The company produces a wide variety of canned and frozen foods, in- 
cluding meats, fruits, vegetables and juices. The company is administratively 
divided into four geographical divisions, plus a nation-wide Can Manufacturing 
Division* Each division encompasses a number of plants anu the division 
handles its own purchasing. Under administrative reorganization which fol- 
lowed the purchase studied here, a corporate official reporting to the Vice 
President for Operations has the responsibility of establishing procedures 
for purchasing in the various parts of the company. However, current plans 
call for delegating the actual responsibility for most purchases to a lower 
level than it wa? handled previously-- i. e. , to the individual plants. 

The Pro duc ts Obta lned 

Ten over- the-road trucks and ten trailers were leased for a period of 
four years. These trucks are used for hauling cans, case good, and supplies 
to both retail outlets and plants. Previous to this rental, trucks and 
trailers were leased from another supplier. Most of the new trucks leased 
are a different mike than the trucks previously leased. 

How Need Came Up 

Consideration of getting new trucks began in August 1965, the division 
Purchasing Director said, when ,T we were slightly dissatisfied with (previous 
leasor'e) servicing of the trucks." Dissatisfaction with service was felt, 
©ore specifically, by the Trucking Supervisor. The Trucking Supervisor was 
apparently influenced in this feeling by the reports coding to him from the 
ten drivers who drove these trucks. Moreover, the Purchasing Director 
said, "Since we have been operating these trucks, we have been contacted 
by a number of other leasing firms who expressed interest in handling our 
business ." 

Deciding to Get Trucks From Different Source 

The Purchasing Director discussed the possibility of leasing trucks from 
another supplier with the Trucking Supervisor and with the Plant Manager of 



♦Interviewing for the study was conducted by the National Opinion Research 
Center. Interviews were conducted with the Director of Purchasing in Janu- 
ary 1967 and with the Vice-President of the supplier company in July 1967. 
At the purchaser company, the Trucking Supervisor, who was no longer with 
the company, and the Manager of City A Can Manufacturing Plant, could not 
be interviewed. 
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City A Can- Making Plant, to whom the Trucking Supervisor reports, “Everyone 
agreed that we should re-evaluate the thing, 11 the Purchasing Director said. 
Explaining the reasons for this re-evaluation, he said, “The terras of the 
lease for one thing included a periodic re-evaluation and the problem en* 
countered with (previous supplier) with respect to maintenance of units. We 
were primarily interested in price and maintenance. 11 Asked which of these 
factors was most important, he said, “the price, although maintenance was 
almost as important. " The Purchasing Director said that the decision to 
consider other suppliers was his responsibility, but that the Trucking 
Supervisor and the Plant Manager were quite influential in this decision. 

Bids were asked from a number of truck suppliers, and about six bids 
were received. Two supplier companies-- the previous supplier and a new 
supplier-- were the low bidders and were most seriously considered. In ad- 
dition to its low bid, the new supplier was seriously considered, the Pur- 
chasing Director said, "because (the Plant Manager) knew they had an excel- 
lent reputation even though they were smaller than some.” Prior to sending 
out requests for formal bids, the Purchasing Director had discussed with the 
successful supplier* s Vice President "our requirements with respect to the 
size of the loads we normally carry and the number of miles we normally run 
per year." 

There were initially some differences of opinion concerning the choice 
among suppliers. The Plant Manager originally felt that one of the other 
t supplier companies might have larger facilities for servicing. The dir* 

ferences of opinion we\:e resolved, the Purchasing Director said, by "con- 
sidering (new supplier* 8) reputation and bid. We Just talked it over and 
agreed, I also contacted the people who are currently leasing trucks from 
these people and their comments were another factor in my decision, " The 
Purchasing Director said that he had contacted three other companies. In 
each case he spoke to the one parson who was "responsible for letting out 
the business." In one case, he recalled, this person was the Director of 
Purchasing; in another case the person contacted was the .'raffle Supervisor. 

Concerning the reasons for the choice of the new supplier, the Purchasing 
Director said, "Price and service were of equal importance and had equal con- 
sideration. (New supplier) had the lowe 3 t bid of any company that we were 
sure could give us first-rate maintenance." 

The Purchasing Director did not at first mention the make of the trucks 
to be leased as a factor in the decision. However, when asked about this 
aspect, he commented, ‘‘The particular make that (new supplier) recommended 
was one that we had favorable experience with. A) so, a couple of other 
bidders seemed to favor this truck. Therefore, we felt this was a good 
arrangement/' He noted that the trucks leased to the company by the former 
supplier had included several makes, of which "a couple of units'* were of 
the make which the new supplier would provide, 

Jt Asked who had the most influence on the choice of which particular trucks 

l to get, the Purchasing Director named the Trucking Supervisor. 'He was in 
direct contact with the problems of trucking. He was the acknowledged ex- 
pert in the area," he said. Elsewhere the Purchasing Director stated "the 
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final decision as to the supplier was mine. The decision as to the (type of) 
trucks is finally mine, but of course I relied on the judgment of (the Plant 
Manager) for that.” Evidently, then, both the Trucking Supervisor and the 
Plant Manager exerted considerable influence on the decision, which was 
made finally by the Purchasing Director. 

Before the deal was closed, the Purchasing Director discussed the matter 
with the Vice President of the Can Manufacturing Division and got his approval 
for the new leasing arrangement. A contract was signed on November 30, 1965. 
The Vice President of the division signed the contract for the purchaser 
company. The new trucks were made available on January 1, 1966. 

Sources of Information 

The Purchasing Director said that information was obtained from the 
competitive bids submitted by suppliers and from a file on trucking companies 
which he kept, based in part, evidently, on materials submitted by these 
companies over the years. He said also that his Purchasing Department 
checked the financial background of all companies before sending out bids. 
Also, as noted above, the Purchasing Director contacted other companies who 
had leased trucks from the successful supplier. 

Satis fa ction with Purchase Decision 

The Purchasing Director said that he was "fairly satisfied" with the 
purchase decision at the time it was made. Explaining his lack of complete 
satisfaction, he said, "there was some small amount of doubt regarding their 
servicing capabilities. They did not have as extensive a servicing operation 
as some of the other companies called upon had. However, I felt that the 
fact that they were smaller (would make them) more anxious to increase 
their business and reputation by giving us their best." One year later, 
at the time of the interview, he felt that, if the decision could be made 
over, he would favor making the same decision. "It has worked out very 
well. The service has been everything we hoped for," he said. 

Summary of Persons Involved in Purchase (As Known to Purchasing Director! 

1 
1 



11 

1 



JJ 

17 



Top Management : 
Production : 
Services ; 
Purchasing : 
Other: 



Vice President, Can-Making Division 

Manager, City A Can-Making Plant 

Trucking Supervisor; Ten drivers 

Purchasing Director 

Persons at other companies using new 
supplier 

Total 
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Overall Patt ern of Communications Concerning Purchase (As Known to Purchasing 
Director) 




iVlce President 



Manager, City k 
Can-Making Plant 



[Trucking Supervisor) 



Truck Drivers 
( 10 ) 
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S upplier 1 s Perception of P urchase Decision 

At the supplier company, the Vice President was the only person involved 
in this leasing. He described his responsibilities as "just about every- 
thing--service, contracts, everything that takes place here, I have a part 
in." In the case of this leasing, he said he had contact only with the 
Purchasing Director (whom he thought, incorrectly, was Vice President or 
General Manager). 

Asked who he thought it was at the purchaser company who took part in 
the decision to lease the trucks at this time, he mentioned the Plant Mana- 
ger, the Vice President of the Can-Making Division, and the Purchasing 
Director. (The only person protninantly involved in this decision but not 
mentioned by him is the Trucking Supervisor.) 

Asked how he thought the people in the purchaser company knew about his 
own company, he replied, "I contacted them- I'd heard through another company 
that they were not satisfied with the company they were leasing from and I 
called on them to explain we sold leases and they liked our deal." 

Asked who he thought decided to lease from his company, rather than from 
another supplier, the supplier Vice President named the Vice President of the 
Can-Making Division. (According to the Purchasing Agent, although the divi- 
sion Vice President gave formal approval, the actual choice was made by him- 
self, the Plant Manager, and the Trucking Supervisor.) 

With regard to the reasons why the purchaser company chose his own 
company, the supplier Vice President commented, "the company they were 
leasing with would not give them service and our deal was with service 
and, of course, our price was within reason." 
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Purchuee Decision btudy 
Survey Research Center* 
University of Michigan 



29. CADE STUDV: DECISION TO PURCHASE A PIOB2 TRUCK 



X* Purchaser 

The purchaser Is one division of a large, natlon-vdda corporation 
which makes over seventy finished and unfinished products In plants 
spread out across the country# This division mr.nufcctures mainly farm 
Implements and Is the 11 mainstay of tho cootpany"# 

Each division of the corporation Is autonomous in its purchasing* 
This division employs eleven persons in its Purchasing Department* It 
handles all divisional purchasing; none is done at the corporate 
level# 



III Product Obtained 



The product obtained is a 3/4 ton, pick-up truck to be operated 
by the Maintenance section of the Engineering Dcp irtraent • The truck 
is used for the pick up of heavy equipment and parts and for miscellaneous 
errands* It was purchased to replace another similar vehicle which was 
approximately four years old* The division as a whole has about four 
trucks# 



III# How Heed for Getti n g Product Came U? 

In about November 1965, the Maintenance Superintendent, Engineering j 

Department, who is responsible for the truck, became aware of problems ] 

with the old truck*. These problems included breakdowns and high cost i 

of upkeep* (Since the truck has a regular driver. It seems likely that the 
Maintenance Superintendent got 6ome of his information about the 
truck's condition from the truck driver, although this is not mentioned 
by persons interviewed*) 

The problems with the old truck occurred In the context of a policy 
of purchasing a new truck about every four years* As the Plant Engineer 
(the Maintenance Superintendent's Superior) explained it, "The truck 
has a number in the files and a close tab on expenses is kept# At four 
years we check it out.” 



♦Interviewing for this study was conducted by the National Opinion Research 
Center, University of Chicago# Interviews concerning this purchase were 
conducted in January 1967 with the Purchasing Agent; the Plant Engineer; 
the Vice-President for Engineering; and the Director of Manufacturing, 
as well as with a representative of the supplier# The Maintenance 
^ ~ iperintendent could not bo reached for interviewing, 
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IV* DecidinR^to Get a New Truck 

After becoming aware of the poor condition of the old truck, the 
Maintenance Superintendent brought the matter to the attention of his 
superior, the Plant Engineer. The Plant Engineer checked the records 
on the truck, especially with respect to costs, and agreed that a 
replacement was warranted. The Plant Engineer was attributed greatest 
influence on this decision by one respondent (the Director of Manufactur- 
ing) because of his responsibility for these records. M He has maintenance 
statistics available to him and the economy of the replacement would be 
entirely in his hands," the Director of Manufacturing said. The Plant 
Engineer said, however, that the Maintenance Superintendent "has to live 
with the equipment and his recommendation is law." 

The Purchasing Agent also attributed the greatest influence on the 
decision to get a new truck to the Maintenance Superintendent, saying, 

"It 1 8 in his budget and he's the one that benefits most by it." 

In addition to his talks with the Plant Engineer, the Maintenance 
Superintendent also mentioned the matter to several other responsible 
persons in early 1966. One was the Purchasing Agent, who said that he 
"urged" the purchase. "I knew the condition of the other one... I 
personally think that they should be traded every third year," the 
Purchasing Agent said. The Maintenance Superintendent also mentioned the 
matter (evidently informally because they are not directly linked 
in the organization) to the Director of Manufacturing, advising him, the 
Director of Manufacturing said, "on the maintenance cost of the old 
truck." 

The next formal step toward the purchase was taken by the Plant 
Engineer, who, in his words,"developed the Justification". However, 
this justification was not seen as a difficult obstacle by the Plant 
Engineer who commented in answer to 4 question about possible differences 
of opinion about making the purchase, "It's between (Maintenance Superin- 
tendent) and myself and all we have to thow is use in Maintenance." 

In January 1966, the Plant Engineer sent a Justification for the 
purchase and request for the necessary appropriation to the Vice* 

Free id cut for Engineering. Though several other respondents indicated 
that his approval was largely a foro.'lity, , saying that, as head of the 
Engineering Department, ‘The decision is made by me." I would have 
to put it through," The appropriation request also required approval 
from the Divisional Cost Accountant and from the Director of Manufacturing. 
Thcugh* the approval of these men was seen by some others as a formality, 
before giving his approval, the Director of Manufacturing discussed the 
matter with the Plant Engineer, with the Director of Purchases, and he 
said, "maybe" with the Production Opntrol Manager, Manufacturing 
fcpartment. Finally, the approval of the division President was obtained. 
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V. Choice of Supplier 

The Plant Engineer thought that three makes of truck — A,B, and C-- 
had been considered for this purchase. The Director of Manufacturing 
said that he ''assumed'* that Makes A, B ,C, and"possibly" D had been 
considered. He also said that he had suggested to the Purchasing 
Department that they "request bids from companies we might do business 
with in the interest of trade relations,., if price, delivery, and 
quality were the same on all bids, (the business partner) would get 
preference." 

It was the Purchasing Agent who had the responsibility for contacting 
possible suppliers of the new truck. He said that two makes--A and B-- 
were considered. The company, he said, had "once"purchased Make A 
trucks but their "experience with the last one was poor." He indicated 
that the maintenance cost of Make A had been high. 

According to t he Plant Engineer, price quotations were obtained 
from three truck dealers. However, the Purchasing Agent appears to have 
considered seriously only one, Make B, and only one dealer. With 
respect to Make B, he said, "We went to <V(Make B) because we r ve had the 
best experience." With respect to the coaler with whom the company had 
dealt before, he said, "We go to (Dealer X),.. You can go to any number of 
dealers with less than §50 difference in price. So you go where you 
can get good service (Dealer X) is right in our area and dependable. I 
have known him for 40 years. He's one of the oldest dealers around. Over 
the years we've checked with various dealers and found we couldn't 
do better." He said also that Dealer X had given a 'better price," but 
repeated that the most important consideration was "their good service in 
the past." 



The Purchasing Agent said that after he "picked" the supplier, the 
Maintenance Superintendent agreed with this choice. The Purchasing Agent 
said that both of them were influential in the choice--the Maintenance 
Superintendent hgcause "he uses it" and himself "because I'm responsible" » 

If it came to a standoff, it would be my decision", the Purchasing Agent 
said. (However, both the Plant Engineer and the Vice President for 
Engineering named the Maintenance Superintendent as most influential in 
the choice of the supplier. "He has to live with it," the Plant Engineer 
said. According to the Plant Engineer the role of Purchasing is 
primarily to get proposals from several suppliers. "They are neutral-- 
they just get proposals," he said. 

The Plant Engineer was himself named by the Director of Manufacturing as „ 
roost influential in the choice of supplier. He "is the roost knowledgeable 
where it concerns the quality of the product," the Director of Manufacturing 
said. The Plant Engineer, while minimising his role in the purchase, did 
note that he "compared models." He commented at one point, however, that 
"Any truck will do in this case." 




The purchase order for the new truck was signed by the Purchasing 
Agent on February 1, 1966 and the truck was delivered in March 1966. 
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VI* Sources of Information about Product and Suppliers 

Asked about ways in which he got information about trucks or about, 
suppliers of trucks, the Purchasing Agent referred to his past experience 
with Dealer X from whom the new « truck was purchased. He said his most 
valuable source of information „ was the company's experience with Make A 
(which had proved unsatisfactory) and with Make B, with which "we've had the 
best experience." 

The Plant Engineer said that he got information from the Purchasing 
Department. "They are responsible for contacting the people and getting 
proposals to the specs we set up," he said* "The reason is the Purchasing 
Department is equipped to handle these people so we will net be bothered 
by salesmen." He mentioned specifically getting price and delivery infor- 
mation from the Purchasing Agent. He said that he had not seen any 
relevant articles or advertisements in any publications. 

The Vice-President. Engineering , asked about ways in which he got 
relevant information, said only "That would go to Purchasing, which 
would request quotations and competitive bids." Ha said he had not 
gotten any information or ideas from people outside the company and that 
he had seen no relevant articles or advertisements in any publications. 

Nor, he said, had he gotten information about the product or suppliers from 
people in the company. "That's all handled elsewhere," he said* 

The Director of Manufacturing noted that the Plant Engineer had 
supplied "aggregate maintenance costs for the existing equipment, by 
formula" and that the Purchasing Department was requested to obtain bids. 

He said that his most valuable information was "the descriptive bid infor- 
mation or ideas from people outside the company and did not see relevant 
articles or advertisements in any publications* 

VII. Satisfaction With Purchase Decision 

All four respondents said that they had been "completely satisfied 
with the decision at the time it was made" The two higher management- non 
--the Vice-President, Engineering and the Director of Manufacturing--said 
that they were satisfied because they have confidence In those that made 
the decision. The Purchasing Agent declared, "I believe we were getting 
the best product at the most advantageous cost." The Plant Engineer noted 
only, "It does the Job." 

When asked if they would make the same purchase again, all four 
respondents answered "yes." The Director of Manufacturing commented "The 
equipment to my knowledge has been satisfactory and measures up to the 
vendor's qualifications." 



O 







218 



I 



-215- 



VIII* Summary of Persons Mentioned as Involved in Purchase 

Top Management : President; Vice-President, Engineering 2 

Engineering:... Plant Engineer; Maintenance Superintendent 2 

Manufacturing : Director of Manufacturing; Production Control 

Manager* 

Purchasing : Director of Purchases; Purchasing Agent 2 

Accounting : Divisional Cost Accountant l 

Total 9 



IX. Pattern of Communications Concerning Purchase** 
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Procluction control 
Manager, Manufacturing 
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Suppliers 
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*Probably discussed subject with Director of Manufacturing 

** The cormnunication between the Director of Manufacturing and the 
Production Control Manager is not certain* The former says that 
"maybe" he spoke to the latter* 
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X. Supplier's Perception ox ^ Pur chase Decision 

The Sales Manager of the truck dealer, who said he "sold the unit 
myself" and "had sold several units in past years", also said that his 
contact concerning this sale was with the Purchasing Agent. "I was 
called to submit a bid, 11 he said. Asked who he thought took part in the 
decision to buy a truck at this tine, he mentioned the Purchasing Agent 
and the Maintenance Superintendent. He thought that it was the Mainten- 
ance Superintendent who decided to buy from his company rather than from 
another supplier. n He had bought (Make A) and was dissatisfied," 
the Sales Manager said. He stated that "through previous sales they 
have been sold on our services... They bought here before I came, prior 
to 1958... We are the closest to them. They are sold ori (Make B). n The 
Sales Manager added, perhaps only partly in jest' "And becauselof me*>. 

H&m a nice guy." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



30. CASE STUDY : DECISION TO PURCHASE A LIFT-TRUCK 

I# The Purchaser 

The purchaser is a midwestern-based company with a number of Diants 
in different parts of the country. It produces a variety of musical in- 
struments, including pianos, organs, string instruments, and band instru- 
ments. In the corporate offices, which handled the purchase studied, there 
is no purchasing department as such. Most purchasing at the corporate 
level is handled by the Assistant Secretary wno acts as Purchasing Agent 
on all major purchases. 



II. The Product Obtained 



The product obtained is a battery-operated fork 3ift truck used in 
a warehouse in the city where the corporate headquarters are located. 

The truck lifts crates to the desired height and then stacks them. i y . 
turns in a small radius, permitting the aisles to be narrow and thus 
allowing more stacking space. It also loads an entire pallet (platform) 
at one time. 

The company had purchased a similar lift-truck from the same sup- 
plier about three years previously but that lift-truck was being used 
elsewhere. The work which the newest machine does was done previously 
by a .less efficient lift-truck which was hand-loaded and which could not 
stack material as high as the new one, 



III. How the Need Came U p 

The Warehouse Manager, Warehouse and Shipping, said that the need 
for getting the fork-lift truck arose "when we went to the use of pallets. 
You can load many boxes on a pallet at once and raise them to any height 
for stacking up to the ceiling limit." However, the old lift-trucks 
could not handle the pallets effectively. "The hand-loading type of 
truck didn’t go high enough and d 1 M’t stack high enough," the Warehouse 
Manager said. He recalled first becoming aware of the need in late 1964-- 
i,e, , about one and a half years prior to the purchr.se. 



* Interviewing was conducted by the National Opinion Research Center, 
University of Chicago. The Warehouse Manager and the Assistant 
Secretary of the Corporation, as well as a sales representative of 
the supplier, were interviewed in January, 1967. 
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I ^ * Deciding to Get the Product 

The Warehouse Manager discussed the need for a lift-truck with 
his assistant and with the Maintenance Superintendent, n We decided 
to ask that it be bought, " the Warehouse Manager said and he made this 
recommendation to the Assistant Secretary of the corporation, in 
the latter 1 s capacity as purchasing agent. (The Assistant Secretary*s 
responsibilities also include issuing company stock and handling tax, 
insurance, and real estate matters.) According to the Assistant Sec- 
retary, the matter came to his attention about one year prior to the 
purchase, 

The Assistant Secretary agreed that, as long as the hand-loaded 
lift-truck was being used, "the efficiency of the (warehouse) operation 
was lacking. 11 He felt that "automation would be the answer." The deci- 
sion about whether or not to make such a purchase was in the hands of 
the Assistant Secretary, both he and the Warehouse Manager agreed. 

"This is my job and I have the final say, 11 the Assistant Secretary said. 
Despite the fact that the purchase cost approximately $6,000, no other * 
approvals were necessary. 



V. Choosing A Supplier 

The Warehouse Manager discussed the choice of a particular type 
of lift-truck with his assistant and with the Maintenance Superinten- 
dent, He said that, although they liked the advanced lift-truck they 
already had (not the one being replaced), "we looked around to see if 
anything new was on the market, 11 

The Warehouse Manager said that he "surveyed different suppliers, 
"We went to them and looked at three or four different makes," The 
Warehouse Manager, accompanied by the Maintenance Superintendent on at 
least one occasion, also saw demonstrations of th :chines in operation. 
However, the Warehouse Manager did not recall the names of any suppliers 
considered, aside from the successful supplier--indicating, perhaps, that 
he didn't consider other suppliers very seriously. 

The Warehouse Supervisor said that he "had the specifications in 
mind and looked for a narrow turning vehicle." He discussed the alter- 
natives with his assistant and with the Maintenance Superintendent , both 
of whom, he said, had little directly to do with the purchase but served 
as "sounding boards". 

The Assistant Secretary of the corporation also investigated pos- 
sible suppliers. He said that he "called in well-known manufacturers 
for information." He had personal contact several times with a sales- 
man from the successful supplier (Supplier A). The Assistant Secretary 
arranged for getting the use of a lift-truck from Supplier A on a trial 
basis* The machine was used on a trial basis for about six weeks, the 
Assistant Secretary said. 
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The Warehouse Manager felt that the lift-truck of Supplier A, 
the same product the company had purchased several years earlier, b*st 
suited their needs. "We needed aisle space and the radius of turn on 
the (Supplier A) machine was smallest," he said. "Having one we liked 
already... and finding nothing new on the market we got another of the 
same," he added. 

The Warehouse Manager recommended Supplier A to the Assistant 
Secretary, who agreed with this choice. As to why Supplier A was chosen 
over others, the Assistant Secretary did not refer to the radius of turn 
stressed by the Uarehouse Manager but mentioned that this supplier's 
sales department "gave us the best service in getting us the de mens t rat ~ 
or." 

The Warehouse Manager felt that he had the greatest influence in 
the choice of a particular type of lift-truck, saying "this is my depart 
ment and I know it's needs." However, the Assistant Secretary, evidently 
thinking in terms of the final authority, saw himself as having greatest 
influence on the choice of type of product and supplier. "It was my 
decision on both counts he sivid* 

The decision process outlined above , while not complex, took place 
over the period from the Spring of 1965 to the end of May 1966. ‘'It 
took us about a year to make our minds up on this," the Assistant Sec- 
retary said. A new fork lift truck was ordered cn about June 1, 1966 
and delivered several days later. 



VI. Sources of Information 

Asked about the ways in which he got information about this pro- 
duct or about suppliers, the Warehouse Manager* mentioned his visits to 
suppliers. He said that he 'did not .'.get any information or ideas from 
people outside the company and did not see any relevant articles or 
advertisements in any publications. His most valuable source of infor- 
mation, he said, was when he "saw it myself," i.e., saw the machine at 
the successful supplier. He commented later, "I knew what we needed to 
fill the job and I found the machine to do it," 

The Assistant Secretary of the Corporation said that his infor- 
mation about this product and suppliers came "through past experience 
seeing 1 trucks in operation in. other locations" and through his calls to 
"well-known" manufacturers for information on the’r products. Like the 
Warehouse Manager he too said that he had not obtained any information 
or ideas from anyone outside the company, excepting suppliers, and that 
he had seen no relevent articles or advertisements in any pnbli cat ions. 
His most valuable source of information, the Assistant Secretary said, 
was the "actual proposal prepared by the (successful) salesman." 



VII, Satisfaction with Purchase 




Both the Warehouse Manager and the Assistant Secretary said that 
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they had been completely satisfied with the purchase decision at the 
time it was made, M It was just the item we needed," the Warehouse 
Manager said, noting again that it met the specifications he had in 
mind for a narrow-turning vehicle. "It als'b was battery-operated and 
lifted high enough and carried a feebly load," he said. 

Both men said also that, if the decision could be made over 
again, they would be in favor of making the same purchase again, 

"We subsequently have bought a second one— we're very satisfied," 
the Assistant Secretary said. 



VIII. Summary of Persons Mentioned As Involved in Purchase 

Financial : Assistant Secretary 1 

Service Personnel (Warehouse): Warehouse 

Manager, Assistant to Warehouse 
Manager, Maintenance Superintendent 3 

Total 4 



IX , Pattern of Communications Concerning Purchase 
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X, Perception By Supplier of Purchase Decision 

The sales representative at the supplier company, who was the 
. person involved in this sale, said that he had contact with the Warehouse 
Manager whom, he said, is a "personal friend." "He needed a truck and 
\ called to ask about a rental. I suggested the alternative of buying a 

new truck*" the sales representative 'id. The problem was we had a 
truck but no power for it." He continued, "we solved *ihat by using the 
Q ittery and charger from his old truck and installing it in the new one," 
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Asked who he thought took part in the purchaser's decision to 
buy a new truck at this time, he named the President of the Company, 
the Warehouse Manager, and '’maybe 11 the Assistant Secretary, Re- 
garding the latter he said, "He may have been called for an okay to 
buy--I'm not sure." (Those at the company did not mention any in- 
volvement ly the President but made it clear that the Assistant Sec- 
retary had an important part in the decision to buy.) 

The supplier salesman said that the purchaser company knew about 
his company because "(The Warehouse Manager) is a friend and had bought 
from us before--so he called me because he*s a satisfied customer," 

He thought that it was the Warehouse Manager who decided to huy from 
his company rather than from another supplier. The reasons for this 
choice, the salesman believed, were that M we had the merchandise at 
the right time and price and delivery. We can service our products 
well and any time." 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



31. CASE STUDY: DECISION TO HAVE A PLANT ROOF REPAIRED 

I, Purchaser 

The purchaser is the main division of a company which is primarily 
a designer and manufacturer of high quality organs and pianos** This 
division produces a large number of organ models and has several plants 
within the same city. The Purchasing Department of the main division, 
where this study was done, employs eighteen persons# The division is 
completely responsible for its own purchasing# 



II# The Purchase 

The expenditure was made for a re-roofing of a portion of the roofvof 
the company's plants# The roof had started to leak and water coming through 
was damaging materials in a stockroom# The material used for the repair 
was an asphalt-roll roofing and asphalt black-jack cement, along with pea 
pebble# Before this repair was done the company's maintenance department 
had used cold roofing applications# But the roof, at this point, was 
damaged more extensively and in need of immediate repair# The area of 
the roof being re-done was 4500 square feet# 



III# How Need For Making Purchase Came Up 

The need for roof repair at the particular plant had been known since 
about the beginning of 1966# The Assistant Treasurer recalled that the 
General Maintenance Supervisor had brought the need to his attention about 
three to six months prior to the time the job was done. 

On May 2, 1966 before the need had been acted upon, the Maintenance 
Foreman notified the General Maintenance Supervisor that the roof was leak- 
ing and causing damage to the stock#. This created aneed to have the repair 
done quickly by an outside contractor# As the General Maintenance Super* 
visor explained, "Because of ItheJ emergency nature it was let out to 
contract, otherwise Maintenance might have done it# ,r 



♦Interviewing for this study was conducted by the National Opinion 
search Center# Interviews for this case were conducted with the General 
Maintenance Superintendent, the Director of Manufacturing, the Buyer, the 
Assistant Treasurer, and the President# 
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IV, Deciding To Make The Purchase 

Having been notified about the leakage in the roof, the General Main- 
tenance Supervisor sent a requisition to the Director of Manufacturing on 
the same day# As the Buyer described the role of the Director of Manu- 
facturing, "he Is [the] primary clearing house where capital expense is 
OK'ed because he's the intermediary between manufacturing and management. 11 
After discussing the problem with the General Maintenance Supervisor, the 
Director of Manufacturing approved the requisition and sent it on to the 
Assistant treasurer. 

It is the Assistant Treasurers responsibility to check the requisi- 
tion and to approve the budget expense. He must sign all checks under $500 
and ccsign all those over $500, The Assistant Treasurer explained that, 
"(The purchaser company] generally has a policy of giving people an awful 
lot of rope and that's the case with [the General Maintenance Superivosr#] 
He's been 1 maintenance' around here for a long while, proved himself to be 
an efficient operator, so at the beginning of [the] year, funds are alloca- 
ted to him and we know the money i3 well spent • " 

Of decision-making in general, the Assistant Treasurer added, 

"Most old timers have pretty much free rein in decisions, much more free- 
dom of movement. Top management makes decision on general ways [i.e., 
procedures], and expects people in charge to do a good Job, and their re- 
commendations are generally accepted. 11 

Such seemed to be the case with the decision to have the roof repaired. 
Because it was the General Maintenance Supervisor's responsibility to care 
for all building maintenance he would be, as the Buyer explained, "the in- 
dividual responsible for OK'ing the job and ultimately the invoice" and had 
the most influence on the decision. After the requisition had been cleared 
with theDirector of Manufacturing and the signitures of the Assistmt 
Treasurer and of the Treasurer had been obtained, the President's approval 
was necessary, as the purchase was a capital expenditure. As the President 
explained, "All capital purchases must come to this office for authori- 
zation. As a matter of fact, certain capital expenditures under some a- 
mount--let us say $500, arbitrarily— are routinely approved or submitted 
by the division head. If they are over $500 they are mere thoroughly ex- 
amined for economic expenditure. Then a more active part is played here." 



V. Selecting, A Contractor 

Only two contractors were considered. One was not considered very 
seriously apparently, as only one of the five respondents suggested that it 
was a possible choice. All of the respondents were unanimously agreed upon 
a particular contractor as the most desirable choice. 

The General Maintenance Supervisor had most responsibility for deter- 
mining what kind of roofing materials to use and from what contractor. As 
the Assistant Treasurer explained, "...the derision bn maintenance would be 
within (the General Maintenance Supervisor's] realm. He would only need... 
two or three bids from reputable contractors." 
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After having his requisition approved, the General .Maintenance Su- 
pervisor asked a Buyer from Purchasing to "get in touch with [several] 
qualified contractors," The General Maintenance Superintendent also sug- 
gested to the Buyer several contractors who could be contacted. The Buyer 
helped clarify this process, commenting, "In a case such as this, Pur- 
chasing has, or should have, the option of making the decision between, 
varying prices representing various qualities of work. What I mean [is 
this]: asphalt sells for X number of dollars, gravel also. Roofs are under 
the minimum wage scale, so basically the problem is dealing with the profit 
margin. So Purchasing must evaluate the differentes in price and the pos- 
sible differences in quality. This was done with advisement from [the Gen- 
eral Maintenance Supervisor.]" 

The Buyer obtained bids from two contractors and showed them to the 
General Maintenance Supervisor. The bids were then sent to the Director of 
Manufacturing for evaluation. As he put it, "I would be inclined to eval- 
uate the bids on the basis of reputation, past performance, in addition to 
close bid. I would accept reputation as important." 

However, the Director of Manufacturing, the Buyer and the General 
Maintenance Supervisor all agreed that it was the General Maintenance Su- 
pervisor who had most influence on the choice of a particular kind of roof- 
ing Job end. cdntf Actor. As the General Maintenance Supervisor explained it, 
M It f s my job to maintain the building. I have to Justify my decision, of 
course, to [Director of Manufacturing]," 

In reference to the selection of the supplier, the General Mainten- 
ance Supervisor said, "If we have satisfactory service from someone, we 
always consider him. In an emergency nature we pick someone we have con- 
fldnce in." The Assistant Treasurer expressed similar feelings when he 
commented, "We've done business with [the successful supplier] for years. 
Once an outfit does a competent Job, he can expect more from us if he's 
within reason on price," To this, the Buyer added that the purchaser had 
confidence in the concractor's workmanship, that the contractor guaranteed 
their work, and also that their price was reasonable. 

The purchase order was issued on May 9, 1966 and the Job was completed 
in the same month. 



VI, Sources Of Information About Product And Suppliers 

The General Maintenance Superintendent received information in this 
particular Instance from the Maintenance Foreman who reported the leaking 
roof to him, In general, the Superintendent reliea on past satisfactory cep* 
vice from suppliers to guide him in choosing a particular supplier for a Job, 
He felt that the "good work performance, ,, in the past" of the successful 
contractor was his most valuable source of information. He noted also the 
bids obtained through Purchasing as a source of information. 
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The D irector of Manufacturing ; received his information from the Gen- 
eral Maintenance Superintendent* He said he had seen relevant materials 
in such publications as maintenance magazines and manufacturing periodicals 
and, more specifically, Business Week and Factory * As examples of the kind? 
of things he had seen in such publications, he mentioned "whether roofs 
should be white or black, coefficients of expansion* 11 

The Director of Manufacturing noted that he had been plant superinten- 
dent and that he "became very familiar with all such areas." He said that 
such "personal experience in maintenance* * *the success and failures I*ve en- 
joyed" was his most valuable source of information in this case* 

The Buyer said that his most valuable source of information concerning 
the purchase was the General Maintenance Superintendent, from whom he re- 
ceived information about "which contractors to invite, primarily based on 
his past experience with them." He also consulted the yellow pages of the 
telephone directory for listings of roofing contractors. 

The buyer indicated that the bids from contractors provided additional 
information: "What grade of gravel, how much tar, what weight of tar, to 

be spread via what method*" 

The Assistant Treasurer said his most valuable sources of information 
were his knowledge of the "past performance" of the successful contractor 
and the recommendation of the General Maintenance Supervisor* 

The President of the company indicated as his source of information 
concerning this purchase only "the opinions of the gentleraen[in the company] 
involved." 



VII* _Satisfactlon with Purchase Decision 

All four respondents said that they had been completely satisfied with 
the decision at the time it was made. Several persons mentioned as reasons 
the reputation of the contractor and the good work they had done for the 
company in the past* The Buyer mentioned also feeling satisfied "because 
the bid was competitive*" 

All respondents said they would made the same decision again, if 
given the chance, because the re-roofing Job had proven completely satis- 
factory* 

It may be noted, however, that at one point during the interview, 
with the General Maintenance Superintendent, the interviewer noted that he 
"began to question the re-roofing. • .because due to the blizzard which had 
Just occurred, the roof had fallen in at [another plant of this company]." 
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VIII* Summary Of Persons Mentioned *s Involved In Purchase 
Top Management : President, Treasurer 2 



Manufacturing : Director of Manufacturing l 

Financial : Assistant treasurer 1 

Services : General Maintanence Supervisor; 

Maintanence Foreman 2 

Purchasing ; Buyer 1 

Total 7 



IX. Overall PattemOf Communication Concerning Purchase 




(^Contractors ) 
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X. Interview With Contractor 

The Office Manager - Accountant at the contractor company said that the 
Vice-President of the company is the person who deals with the [purchaser 
company] account. The Vice-President was on a prolonged vacation and could 
not be interviewed. The Office Manager, a woman, said that their firm had 
been doing work for the purchaser company for about five to ten years. She 
thought that their firm had been chosen "probably because we r ve done so much 
work for them." 




G 
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Purchase Decision Study 
Survey Research Center 
University of Michigan 



32. CASE STUDY: DECISION TO PURCHASE HEATING EQUIPMENT FOR PUNT EXPANSION 



I* Purchaser 

The purchacer is a subsidiary of a large international corporation 
which has several subsidiary divisions with plants in both the U.S. and 
Canada. This particular subsidiary division manufactures steel castings 
and forgings in four plants to meet railroad and industrial needs. 

The company purchasing department, which employs thirteen persons, 
clears all company purchases«~altt ough the actual decision to purchase 
is made by the Works Manager at tie plant level. 



II. The Purchase Decision 

The decision in question was that of buying and installing a heating 
facility for a new addition to an existing plant office building. The 
purchase made was a combination heating and air-conditioning system (hot 
and cool air) which was compatible with the existing heating system and 
allowed separate temperature control in each room. The major equipment is 
mounted under the windows in each room and ducts run across the base of 



III. How The Decision Was Made 

For some time, according to the plant Superintendent of Engineering, 
the company had been "cramped for space" because of the employment of 
additional personnel. In early 1H66, divisional approval was obtained to 
build an additional 2200 square feet of office space on to an existing 
plant office building, as had been requested by the plant 's Works Manager. 
The need for a heating system was first brought up by the consulting 
architectural engineering firm which designed the building. 

A heating .system for the new building space was an inherent requisite 
of the building and the need for nuch equipment was not, therefore, much 
discussed by those involved. The decision by the plant Works Manager to 
purchase a heating system was rather summarily approved at the divisional 
level by the Chief Works Engineer and by the Vice President Manufacturing, 
Administrative. 

There were many different types of heating systems available for 
purchase. Since the company, acccrding to the Superintendent of En- 
gineering, did not "normally do mveh along these lines" (plant expansion), 
one of the most influential persors involved in the purchase was the 
architect of the building. He submitted specifications and drawings 
advocating the type and make of heating-air-conditioning system which was 
eventually purchased, as well as the contractor who installed it. The 
Assistant Director of Purchasing felt that the architect had "more current, 
O -date information on building requirements." Since none of those 

ved at the company were very ^ell-informed about the different heating 
msl&ms available, they relied hea/ily on the recommendat Ion* of the 
architect. The idea of using a subcontractor for this "medium- sited 
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i, lation, according to both the Director of Purchasing and the Works Manager* 

The particular make of heating system chosen was selected because it 
could provide for both heating and air-conditioning in one unit* because 
it was compatible with the existing heating system already in the building* 
and because it had individual temperature controls in each room* The 
choice of this system was made by a number of people at a series of meetings. 
Those present at the meetings on the plant level included the Superintendent 
of Engineering* the Works Engineer* the Works Manager, the architect and a 
prospective contractor. 

There were some differences of opinion about the adequacy of the 
system and whether or not the combination heating-air-conditioning fa- 
cility was more desirable than a less expensive system which would only 
provide heat. These differences were resolved "by means of... normal 
engineering meetings*" and "a lot of conversation," in the words of the 
Works Engineer. "This is a shared responsibility. You can*t say any 
one individual is responsible," the Superintendent of Engineering said. 
However, the Superintendent of Engineering appeared to be the key person 
in this decision since the Works Manager indicated that he "had the res- 
ponsibility for making the selection*" 

After the type of heating system had been selected* a recommendation 
for the purchase and installation of the system was given to the Director 
of the Purchasing Department who sent out inquiries and obtained bids from 
various contractors* Copies of this correspondence as well as the 
J architects recommendations were also sent to the Vice President of Manu- 
facturing* 

There were a great number of contractors available for the instal- 
lation of the heating system, but only a few were considered for the job* 
"About five were considered," the Assistant Director of Purchasing said* 

The final decision was based on three factors* First, the contractor 
chosen offered the lowest bid; second* his company was familiar to those 
involved in making the choice* as this firm had performed factory main- 
talnence work and repairs for the firm in the past; and, third* this 
contractor was recommended by the architect* 



A requisition to purchase the equipment from the contractor and hr.ve 
it installed by him v;as signed by the Plant Superintendent of Engineering 
in July* 1966 and approved by the Superintendent of Engineering. (Usually* 
such requisitions go through the Works Manager of the plant * Jt did not in 
this case#) The requisition was then submitted to the Chief Works Engineer 
on the divisional level. The proposal was then discussed at the divisional 
level* where it had to receive final approval* 



N 



There was a great deal of doubt about the wisdom of this purchase at 
the divisional level* centering around the high cost of the equipment and 
tilt "thermostats in every room (and) fancy controls*" in the words of the 
Chief Works Engineer. A series of meetings were held at which the Chief 
Works Engineer* the Facilities Engineer and several other concerned persons 
on the divisional level* as well as the plant Superintendent of Engineering* 
the Plant Works Engineer, the Consulting Architect and the prospective con- 
Vrart-oT were present. The differences were finally resolved by the Vice 

lent of Manufacturing in favor of the plant* s request. The executive 



233 



-230- 



felt that it was company policy not to interfere with the autonomy of the 
department heads at the plants and he approved the requisition. On the 
strength of this policy, the measure was also approved by the Chief Works 
Engineer- A purchase order was signed by the Assistant Director of Pur- 
chasing (division level) on July 29, 1966. 



Summary ; Number Of Person ; ; Mentioned As Involved In Decision 
Top Management: Work# Manager (plant); Vice-President, 

Manufacturing (division) 2 

Engineering: Superintendent of Engineering (plant), 

Works Engineer (plant), Chief Works Engineer 

(division), Facilities Engineer (division) 4 

Purchasing: Director and Assistant Director (division) 2 

Other: Consulting architect ^ 



Total 9* 

*Also, Works Engineer spoke to unspecified number of people at nearby plant 
of other company; also, undetermined contacts of consulting architect, who 
could not be interviewed. 



IV • Sources Of Information About Product And Supplier 

Asked about the ways in which they got information about the product 
or about suppliers of the product, people at the company gave the following 
information: 

The plant W orks Enginee r first received information about the heating 
equipment and contractor from the specifcations and drawings of the con- 
sulting architectual engineering firm. He also visited a nearby plant of 
another company which had Installed a similar system. He felt that this 
visit was the most valuable source of information for him because "if you 
can see any piece of equipment operate, it takes away a lot of the guess 
work about it#" 

The plant Superintendent of Engineering 1 1 \ main sources of information 
were the architects' drawings and recommendationsc He also discussed the 
drawings with the Facilities Engineer and with the Chief Works Engineer at 
the divisional level meetings. 

The W orks Manager received all of his information from the Superinten- 
dent of Engineering who "had the responsibility for making the selection." 

The C hief Work s E..o,lneer at the division level said his most valuable 
sources of information were the architectual specification and drawings. 

He also was influenced by brochures describing the heating equipment "be- 
cause they clearly described the facility to be furnished." He received 
copies of the inquiry that v«is sent to the possible contractors by the 
Purchasing Department and thnn copies of the proposals from the various 
bidders. 

The most influential source of information for the Assistant Director 
of Purchasing at the division level was the data supplied by 'thcT consulting 
e ^tural firm. He also got information from the Chief Works Engineer 
i a the plant Works Engineer* 
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Past purchasing experience was the most helpful source of Information 
for the Director of Purchasing . He felt it was "Important to get a reliable 
supplier who [would] do a good Installation job and then stand behind : t." 

Ha also saw the Information about possible suppliers which was submitted by 
the architect. 

The Vice-President of Manufacturing , Administrative , received his in- 
formation from the architect's drawings and from discussions with the Chief 
Works Engineer and "his group •" 



Summary: Number Of Persons (Of Seven Interviewed) Who Got Information From 



Jrom Following Sources! ' ~~~ 

Others in company 4 
Visited similar facility 1 
Had previous experience with this type of product 

or supplier of it 1 
Brochures l 
Information from person (consultant outside 

company 6 



V# Satisfaction 

Five of the seven key people interviewed said they were "completely 
satisfied" with the decision but two said they had oeen "not too satisfied" 
with the decision. Reasons given by those completely satisfied included the 
opinion that it was "the best, the most flexible system you can obtain." 

Of the two persons who said they had been dissatisfied with the decision 
when it was made, one commented that there was "insufficient competitive 
bidding on the improved specifications." 

Asked whether they would be in favor of making the same purchase if 
the decision could be made over, four out of the seven said yes, but three 
said no. Of those who said yes, one man stated that the "heating system [had] 
performed satisfactorily." Another commented that "the use of sub-contractoi s 
is desirable to keep the cost down in "Jobs of this size." Another man who 
said he would favor the same decision again had some reservations "because 
of the problems encountered in lnstallatl- n and workmanship." Of those who 
felt they would not be in favor of making the satce decision again, one man 
who was originally satisfied with the decision, said that "it takes up a 
good deal of wall space," and that there was a lack of "co-ordination between 
the manufacturer and the contractor as far as installing the equipment in a 
timely manner." A second person would have made the same purchase, but with 
more competitive bidding. A third was "in favor of a lower cost [and] less 
complex design," 
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■VI. Pattern Of Communications Concerning Purchase decision 
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X, Contractor's Perception Of Purchase Decision 

The President of the supplier firm, who had handled the purchase Wiraself, 
said that he had most contact with the Chief Works Engineer (division level). 
Asked who he thought decided to buy the product from his company, he mentioned 
the plant Superinter dent of Engineering, the divisional Chief Works Engineer, 
and the consulting architect. These were, in fact, the key people involved. 
When asked about the reasons his company was chosen to supply and install 
the heating system, he replied that the purchaser company was familiar with 
him on the basis of past services and that he was the lowest bidder, which 
he felt was of the "utmost importance in wholesale." In this, his opinion 
coincided with those expressed by the persons interviewed at the company. 
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Purchase Decision Study 
Survey Research Center* 
University of Michigan 



33, CASE STUDY: DECISION TO PURCHASE FURNITURE 

FOR AN INDIVIDUAL OFFICE 



I* Purchaser 

The purchaser is the Automotive Division (composed of several 
subdivisions) of a large midvestera-based corporation. This division 
manufactures a variety of at tomotive parts. Purchasing for the 
division is conducted by its own Purchasing Department which also 
co-ordinates the purchasing activities of the tt?clve different plants 
within the division. 



II. The Product Obtained 

The product purchased in a set of office furniture (desk, credence, 
swivel arm chair, and three side chair*), which is to be used by the 
advertising Manager, Automotive Croup, He bad previously been using 
older office furniture. 



III. Hou Need For Getting Product Cage Up 

In October, 1965, the Advertising Manager had recently been promoted 
to his new position. He did not yet have his own office, but was slated 
to move into one soon. iJith regard to furniture, he said, M l was using 
inadequate furniture. , .a email desk. ..I didn't have enough room for my 
papers and things. 11 Ho brought this matter to the attention of his 
superior, the Executive Vice President for Marketing. 

IV* Deciding to Cot New Furniture 

The Executive Vice-President for Marketing agreed that the new 
Advertising Manager needed new turnituve. "He kas using old furniture, 
not adequate*,, he needed proper furniture/ 1 the Executive Vica-Presf.dent 
for Marketing said. 

Others in the company, though less directly concerned with the 
purchase, ogreod on the need for new furniture for the Advertising 
Manager. The Director of Purchasing, to whose attention the Advertising 
Manager had brought his need, said that the Advertising Manager had 
been using "hand-ne-doi/ns." The Manager of Facilities and Equipment, 
who keeps records of all equipment throughout the corpora: Ion and who 



♦Interviewing was conducted by the National Opinion Research Center, 
Univeroity of Chicago. Interviews with the Advertising Manager, the 
Director of Purchasing, tho Purchasing Agent, and the Executive Vice- 
President for Marketing were conducted in January 1967. The Manager of 
Facilities and Equipment and a supplier representative were interviewed 
in April 1967. 
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alco discussed the natter with the advertising Manager, call that 
"what he had was old and dilapidated#" The Manager of Facilities and 
Equipment also suggested that the natter of presenting "a better front" 
was involved# Thi3 is in accord with the remarks of the Advertising 
Manager that, in addition to his practical need, an important reason 
for the purchase was his now "position in the company#" He commented 
further that "position plays a role in who gets what furniture, as 
well 86 budget allocation for that position# Also, I have outsiders 
come in# I'n a front window for our company#" 

The only problem that arose, according to the Executive Vice-President, 
Marketing, concerned the timing of the purchase# They were uncertain 
obouf whether to defer the purchase a month or so or to buy it right 
ax;oy. U was decided to get the delivery date to coincide with the time 
the Advertising Manager would be ready to occupy his new office# 

The Advertising Manager's request for new furniture was approved by bio 
superior, the Executive Vice-President for Marketing, and then by the 
Controller of the Automotive Croup# The lattcr f e approval, according 
to three respondents, was largely a formality# 



V* Selection the Type of Furniture 

Only one supplier was considered for this purchase. "Ue buy from 
one source, furniture for all the offices# ##t;e try to standardize our 
furniture, 11 the Purchasing Agent who handled the purchase explained. 

Asked why this supplier was chosen over others, he answered merely 
that this was ‘due to "our experience doing business with this company#" 
The Advertising Manager, for uh03Q use the furniture was bought, vao not 
sure why the particular supplier was used, saying "I guess tho price 
is right and the furniture is good# 11 

The Secretary tc the Advertising Manager obtained o supplier 
catalogue from the Purchasing Department# The catalogue showed colored 
pictures of different furniture types# The Advertising Manager looked 
over the catoloque a n d chose the type of fi aiture he wanted. "There 
were several choices," he said, but "no cho o of supplier#" The 
Advertising Manager discussed the choice of furniture with the 
Purchasing Agent from the Purchasing Department# 

Tho Purchasing Agent contacted tho Sales Manager at the oupplicr 
company and "asked him to come in and give us Information on delivery 
and price." Based on the Advertising Manager's preference among 
available alternatives freo this supplier, the Purchasing Agent placed an 
order for the furniture approved by the Director of Purchasing, in 
October, 1966. 
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VI# Sources of Information About Preduct ct Suppliers ‘ 

Vory little information relevant to this purchase was obtained by 
any of the five persons interviewed# 

Ashed about the ways in which he got information about office 
furniture or about suppliers of office furniture, the Purchasing Agent said, 
"We automatically buy from one company#" he said he had not obtained 
any relevant information from people tiithin or outoldc the company and 
had not seen relevant materials in any publications# 

The Advertising Mononer mentioned only the supplier catalogue ao 
a source of Information, and also mentioned his secretary as showing 
the catalogue materials to him# 

The Executive Vice-President for Morheting. who approved the purchase, 
said he didn't get any information about this product or about suppliers 
and the Manager of Facilities and Equipment made a similar reply# The 
Director of Purchasing said that the Purchasing Agent "did all this### 

I didn't get Involved#’ 1 

All five men said that they got information from co other persons 
within or outside the company and all said that they bad seen no relevant 
articles or advertisements in any publications# 

VII# Satisfaction with Purchase Decision 

All of those interviewed said that they were satisfied with the 
purchase decision at the time it was made (except for the Purchasing 
Director who did not coraent on this question 6lnce he had not been 
directly Involved). Both the Executive Vice-President for Marketing 
and the Manager of Facilities and Equipment gave as reasons for their 
satisfaction that the Advertising Manager, for whom the furniture 
was bought, was satisfied with it# "It t*as what (the Advertising 
Manager) vented," the Manager of Facilities and Equipment said. 

The Advertising Manager himself commented, "I'm lucky to get it, 

I feel I have whet I need to work and what befits my position#" However, 
asked whether, if the decision could be made over again, he would 
favor making the some purchase, he said, "I would like to know what 
other suppliers hive and their prices#" 

VIII# .gumary of Persons Mentioned as Having any Involvement in Purchase 



Top Management : Executive Vice-President, Marketing* 

Controller 2 

Marketing: Advertising Manager I 

Purchasing: Purchasing Agent; Director of Purchasing 2 

Other : Manager, Facilities and Equipment; 

Secretary to Advertising ilanager 2 



Total 7 
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■■ t XX. Pattern of Communications Concerninn Purchase 




X. Suppliers Pr^ceptlon of Purchaso Decision 

The sales representative from the supplier said that he had had moot 
contact with the Purchasing Agent at the purchaser company. Asked who 
ho thought took part in the decision to buy new office furniture ) ho said 
he dldn f t knodi Likewise 9 he said he did not know who at the purchaser 
company chose to buy from bin company rather than from another supplier# 

"We have been selling to (purchaser company) for twenty* four years; 
they know us well," he said. Asked why he thought the purchaser company 
bought from this supplier rather than from another supplier, he said at 
first that he did not know. Asked to speculate about tbia* he supposed 
that it was due to "price and service**also quality. We*ve been doing 
business with them for so long that they know us . 11 
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